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The  May  Department  Stores  Company.  We  are  one  of  the 

country’s  largest  and  most  prominent  retailers,  focusing  on 
three  principal  retail  formats:  14  regional  department  store 
companies  positioned  across  the  United  States,  two  quality 
regional  discount  store  companies  and  a  national  chain  of 
self-service  family  shoe  stores. 

We  employ  approximately  152,000  associates  in  47  states, 
the  District  of  Columbia  and  14  offices  overseas.  A  list  of 
operating  companies  and  subsidiaries  appears  on  page  35  of 
this  report. 

Departmeiit  Stores.  Our  14  department  store  companies  serve 
market  areas  totaling  107  million  people  nationwide.  At  the 
end  of  fiscal  1988,  we  operated  297  department  stores  in  29 
states  and  the  District  of  Columbia. 

Each  store  company  holds  a  leading  position  in  its  region. 
Operating  under  the  following  well-established  trade  names, 
our  stores  and  their  headquarters  are:  Lord  &  Taylor,  New 
York  City;  Foley’s,  Houston;  May  Company,  California, 

Los  Angeles;  Hecht’s,  Washington,  D.C.;  Robinson’s,  Los 
Angeles;  Kaufmann’s,  Pittsburgh;  Famous-Barr,  St.  Louis; 
Filene’s,  Boston;  May  Company,  Ohio,  Cleveland;  G.  Fox, 
Hartford;  L.S.  Ayres,  Indianapolis;  May  D&F,  Denver;  Meier  & 
Frank,  Portland,  Ore.;  and  Sibley’s,  Rochester,  N.Y. 


Discoimt  Stores.  Caldor  and  Venture,  our  two  quality  discount 
store  companies,  serve  geographic  regions  that  include  50 
million  people.  At  fiscal  year-end,  Caldor  operated  119  stores 
in  eight  Northeastern  states  and  Venture  operated  73  stores  in 
seven  Midwestern  states. 


Speciahy  Shoe  Stores.  Volume  Shoe  Corporation,  which 
operates  principally  under  the  trade  name  Payless  ShoeSource, 
is  the  nation’s  largest  chain  of  self-service  family  shoe  stores. 
Volume  Shoe  had  2,602  stores  in  43  states  and  the  District 
of  Columbia  at  fiscal  year-end. 
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Net  earnings  from  continuing  operations  ▼  ^  ^ 

$  503 

$  440  ’ 
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Net  earnings  per  share  from  continuing  operations 

$  3.42 

$  2.88 

19% 

Dividends  prfUlPf  common  share 

$  i.2m 

$  1.11V4 

12% 
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^Return  on  shareowners^ 

18.5% 

16.8% 
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was  an  outstanding  year  for  Fhe  May  Department  Stores 
Company.  Sales  inc  reased  I9^r  to  SI  1.5  billion  fnan  $9.7  billion. 
Karnings  exc-eeded  $.500  million  for  the  first  time  in  our  history. 
Warnings  per  share  from  continuing  operations  increased  to 
$.5.42  from  $2.88.  This  marks  our  14th  consecutive  year  of 
record  sales  and  earnings. 

Our  fourth  c|uarter  f)erformance,  spurred  by  a  unified  “Celebrate 
the  Season”  theme,  was  the  best  in  our  history  with  sales  of 
$4.0  billion,  a  26^r  increase,  7.6%  store-for-slore,  and  contrib¬ 
uted  importantly  to  the  year's  results. 

f  urther.  May's  dividend  was  increased  to  $1.42  per  share 
from  $1.28,  our  1,5th  inc-rease  over  the  last  14  years.  Return  on 
shareowners’  beginning  ecjuity  was  18.5%,  a  significant  improve¬ 
ment  over  last  year’s  16.8%. 

We  are  pleased  to  report  that  many  of  our  store  divisions 
had  outstanding  results.  Foley’s  and  Filene’s,  two  cjuality, 
dominant  department  stores  w  hich  were  accjuired  in  May  1988, 
also  contributed  signific'antly  to  this  year’s  performance.  Sales 
per  square  foot  in  our  department  store  companies  increased 
to  $1.50.  This  10.5%  improvement  is  a  reflection  of  better 
productivity  of  our  new  stores,  the  elimination  of  poor  per¬ 
forming  stores,  and  our  store-for-store  increases. 

In  1988,  significant  strides  were  made  in  providing  better 
customer  servic  e  and  improved  selling  skills  through  our 
Friendliness  Program.  Initiated  in  1988,  this  very’  important 
program  highlights  the  pivotal  roles  our  sales  associates  and 
store  management  play  in  putting  the  needs  of  our  customers 
first  and  foremost,  and  trying  to  make  every  shopping  experience 
an  enjoyable  one.  More  than  1(K),(K)0  May  associates  have 
attended  Friendliness  training  seminars  in  our  stores  and 
80, (KK)  have  already  earned  recognition  “stars.”  Our  associates 
have  warmly  received  the  Friendliness  concepts,  and  our 
customers  are  telling  us  of  their  approval,  as  well.  The  program 
is  described  in  more  detail  in  the  following  pages. 


We  have  taken  very  significant  steps  to  imf^rove  our  rner- 
chandi.se  information  systems,  including  L)rd  &  faylor's  con¬ 
version  to  point  of  sale  terminals.  Venture's  full  im[)lementa- 
tion  of  scanning  at  checkout  and  the  relocation  of  Foley’s  data 
center  from  Atlanta  to  our  Midwest  Data  Center.  These  changes 
enable  us  to  generate  uniform  data  accurately  and  cjuickly, 
and  to  l)etter  serve  our  customers. 

We  have  a  deep  commitment  to  recruit  and  develop  the  best 
talent  in  retailing.  In  1988,  we  accelerated  our  efforts  and  hired 
more  than  5(M)  undergraduates  from  top  schools  across  the 
country.  A  key  to  this  success  is  the  involvement  of  our  store 
company  principals  and  corf)orate  senior  management  in  the 
recruiting  process  at  college  c  ampuses.  Through  our  manage¬ 
ment  development  programs,  we  have  built  a  fine  ca<lre  of 
managers.  Our  ability  to  pmmote  managers  from  one  division 
to  be(‘ome  effective  managers  (piickly  in  another  division  is 
facilitated  by  our  common  planning  pnK-esses  ami  merchandise 
information  systems. 

The  consolidation  of  several  department  store  (ompanies  initiated 
in  1988  streamlined  our  operations  and  [)u!  us  in  a  position 
to  serve  our  customers  better.  O’Neil’s  in  Akron  was  combined 
with  May  Company,  Cleveland,  now  operating  under  the  May 
Company,  Ohio,  name  and  (ioldwaters  was  <*ombined  w  ith 
Robinson’s.  Also,  the  upcoming  move  of  four  Hafnie’s  stores  to 
Ix)rd  &  Taylor  is  a  plus.  Another  [)lus  for  our  asso<  iates  and 
our  shareowners  is  the  upcoming  addition  of  an  KSOt^  feature 
to  our  Profit  Sharing  Plan. 

W’e  are  very  pleased  to  continue  to  support  the  communities 
in  which  we  operate,  fhe  May  Stores  Foundation  contributed 
nearly  $10  million  in  1988  to  scK-ial,  health,  educ  ational,  cul¬ 
tural  and  civic  needs.  W'e  continue  as  national  corporate 
sponsor  of  the  highly  acclaimed  Older  Adult  Service  and 
information  System  (OASIS),  with  19  centers  o[)erating  in  May 
department  stores.  OASIS  provides  enriching  educational,  <‘ul- 
tural  and  health  awareness  programs  to  its  nearly  75,000  over-f>0 
members.  The  Foundation  also  step{>ed  u|)  its  grants  to  colleges 
and  universities,  and  initiated  a  National  Merit  Scholarship 
program  to  award  college  scholarships  to  children  ol  our  as¬ 
sociates.  We  are  also  very  pleased  with  our  program  to  match 
dollar-for-dollar  our  associates’  contributions  to  charitable 
organizations. 

John  W \  Hanley  retired  from  our  Board  ol  Directors  inl9fUi, 
following  14  years  of  service.  Mr.  Hanley,  the  retired  chairman 
and  chief  executive  officer  of  Monsanto  Comf)any,  f)rovi<led 
outstanding  counsel  during  his  directorshif). 
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The  r(inipan\  ‘s  Seriinr  Management 
Committee  meml)ers  are.  from  left  to 
right,  Jerome  r.  Thomas  A.  Hays 
(seatefll.  l)a\id  C.  Farrell.  Richard  j.. 
Battram  Iseated).  Keimetfi  Kolker.  ami 
Lawrence  F.  Honig. 


Ill  looking  iit  1989  atid  beyond,  we  feel  veiT  confident  in  our 
ability  to  continue  to  improve  our  performance,  a  principal 
measure  of  which  is  return  on  equity.  Our  objective  is  top 
(juartile  peiformance.  While  1989  itself  will  be  a  challenge 
to  improve^  return  on  equity,  we  are  committed  to  produce  out- 
stamling  results. 

Our  expansion  plan  is  one  of  the  most  aggressive  in  the 
inrlustiT,  adding  more  than  810  stores  in  the  next  five  vears. 
The  S;L7  bill  ion  we  will  invest  through  1998  represents  one  of 
the  largest  expansion  plans  in  our  histon  and  includes  SI. 8 
billion  to  ojien  68  new  department  stores.  16  discount  stores 
and  a|)proximately  700  sjiecialty  shoe  stores.  In  1989  alone, 
we  are  spending  nearly  S700  million  which  includes  11  new 
department  stores,  four  discount  stores  and  approximatelv 
140  shoe  stores  and  remodels  of  82  department  stores,  with 
live  ot  these  stores  being  expanded. 


We  have  a  ver\  strong  set  of  franchises  and  a  ven  hard  working 
and  dedicated  organization  that  wants  to  l)e  the  best.  We  remain 
steadfast  to  our  commitment  to  the  May  Mission:  Excelletice 
in  Retailing. 

We  appreciate  the  efforts  of  each  of  our  associates  throughout 
the  company  in  moving  us  toward  excellence  and  we  express 
sincere  a[){)reciation  to  the  meml)ers  of  our  Board  of  Directors, 
to  the  shareowners  of  this  company,  and  to  our  nianv  valued 
su[)f)liers  for  their  help  throughout  the  vear. 

David  (L  Farrell 
Chairman  atid 
Chief  Executive  Officei 

April  3.  1989 


Thomas  A.  Ha  vs 
President 
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In  addition  to  our  financial  accomplishments.  The  May 
Department  Stores  Company  is  achieving  exceptional  results 
in  merchandising,  customer  service  and  other  areas  to  position 
the  company  solidly  for  1989  and  beyond.  Our  retail  franchises 
are  powerful,  strategically  located  regional  companies.  Our 
organization  is  focused  on  managing  our  retail  businesses.  As 
the  criteria  for  excellence  continue  to  heighten,  our  associates 
remain  committed  to  the  principles  of  the  May  Mission  and  our 
goal  of ‘‘Excellence  in  Retailing.” 


Merchaiulisiiig.  Our  merchandising  thrust  is  to  offer  quality, 
style  and  fashion  leadership  to  our  customers.  An  important 
element  of  this  is  to  add  more  diversity  to  our  merchandise 
assortments,  creating  excitement  and  heightening  our  cus¬ 
tomers’  interest.  We  are  selectively  adding  assortments  from 
key  vendors  to  complement  and  enhance  our  business.  Some 
illustrations:  In  the  growing  classification  of  petite  sportswear, 
we  are  retaining  our  dominance  with  Liz  Claiborne  merchandise, 
while  selectively  adding  merchandise  from  other  resources 
such  as  Rafaella  to  enhance  excitement  and  interest.  In  picture 
frames,  selections  are  being  expanded  with  products  in  crystal, 
glass  and  silver  and  are  featured  in  the  stores’  crystal  and  silver 
departments  in  addition  to  the  traditional  stationery  department. 
In  our  Fashion  Home  business,  important  status  names  such  as 
Baccarat  and  Lalique  are  being  added  to  our  merchandise  selec¬ 
tions.  This  fall,  our  high-volume  opportunities  in  leather  and 
suede  sportswear  through  our  import  programs  will  be  comple¬ 
mented  by  additional  fashions  from  brand  name  resources. 

We  are  also  enhancing  the  quality  and  impact  of  our  major 
selling  events  throughout  the  year.  The  Christmas  1988  season, 
our  best  ever,  was  executed  applying  a  unified  plan  with  the 
theme  “Celebrate  the  Season”  across  our  company — encom¬ 
passing  strong  merchandising,  heightened  visual  presentation 
and  focused  advertising  support.  This  same  unified  approach 
has  been  adopted  for  the  introduction  of  new  fashions  in 
Spring  and  Fall  1989  under  the  banner  “Fashion  Focus.” 


Quality.  Our  efforts  are  continuing  to  position  our  stores  as 
the  fashion  leaders  in  their  respective  communities.  We  want 
our  stores  to  be  known  for  their  selections  of  quality  merchandise 
from  highly  recognized  vendors  in  both  apparel  and  products 
for  the  home — Anne  Klein,  Calvin  Klein,  Polo/Ralph 
Lauren,  Liz  Claiborne,  Carole  Little,  Dior,  Lauder, 

Chanel,  Fendi,  Gucci,  Waterford,  Orrefors,  Krups, 

Braun,  Laura  Ashley  and  Bill  Blass.  Our  focus 
concentrates,  as  well,  on  establishing  our  stores 
as  the  premier  source  for  gifts — strengthening  our 
assortments  in  china,  glassware,  crystal,  silver, 
small  electrics  and  electronic  products. 
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We  are  also  incorporating  customers’  requests  and  suggestions 
into  our  new  store  planning  pnicess— for  example,  widening 
aisles  to  easily  accommodate  baby  strollers  and  adding  more 
direciories  to  (|uickly  locate  specific  merchandise  departments. 

We  are  re-emphasizing  our  commitment  to  customers’  complete 
satisfaction  with  their  puit^hases  and  ensuring  our  return  policy 
supports  that  commitment.  Making  shopping  in  our  stores  easier 
and  more  enjoyable  will  continue  as  a  major  goal  for  1989. 

Increased  Productivity.  We  continue  to  impnwe  the  pei^ 
formance  of  our  valuable  retail  square  ffM)tage.  In  1988, 
sales  per  square  foot  increased  7. 1%  to  S1.50.  We  are 
committed  to  continuing  this  growth.  Our  merchan¬ 
dising  thrust  and  our  new  store/remodel/expansion 
program  are  important  vehicles  for  sales  per  square 
f(iK)t  increases.  i 

We  are  reflucing  expenses  by  disposing  of  nonproduc-  ■ 
tive  assets  and  are  increasing  capital  expenditures  to  M 
achieve  long-term  cost  reductions.  For  our  capital  ex- 
penditures,  we  are  carefully  selecting  the  best  projects. 

We  are  investing  a  larger  percentage  of  our  remodel  and  ex-^ 
pansion  dollars  in  high-volume  ‘‘winner”  stor€^  —  stores  with 
a  proven  record  of  success. 

Iliimaii  Resources.  To  support  our  continued  progress,  our 
efforts  to  develop  the  best  talent  in  retailing  have  expanded. 

'  We  have  adopted  a  new,  oKire  productive  and  satisfying  merchant 
career  path.  By  positioning  the  assistant  buyer  function  as 
the  assignment  immediately  following  the  executive  trainee 
position,  we  are  fostering  early  career  experiences  which  focus 
on  understanding  merchandising  activities  and  which  facilitate 
ongoing  development. 

College  rec'ruiting  continues  to  receive  top  level  attention 
aciDss  the  company.  In  1988,  more  than  500  new  hires  from 
leading  colleges  and  universities  participated  in  our  executive 
trainee  program. 

Oedit  Programs.  We  are  aggressively  pursuing  our  own 
-credit  card  programs  and  are  planning  strong  programs  promoting 
new  accounts.  We  are  improving  the  use  of  direct  mail  adver¬ 
tising  for  our  crcnlit  customers  and  we  are  ensuring  that  service 
in  our  stores  for  our  credit  customers  is  the  most  expeditious 
possible. 

While  1988  brought  many  achievements  for  May,  the  next 
several  years  offer  sizeable  opportunities  and  challenges.  Top 
quartile  performance  is  our  corporate  objective.  With  our 
premier  retail  franchises,  merchandising  focus,  skilled  asso¬ 
ciates  and  sophisticated  systems,  we  are  well-positioned  for 
further  progress. 
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REVIEW  OF  OPERATIONS 


May’s  1988  financial  performance  was  excellent,  with  sales 
and  earnings  reaching  record  levels.  Sales  for  1988  were  SI  1.5 
billion,  an  increase  of  18.9%  over  1987  sales  of  S9.7  billion. 
Earnings  per  share  from  continuing  operations  were  S3. 42  in 
1988,  an  increase  of  19%  from  S2.88  in  1987.  Net  earnings 
from  continuing  operations  were  $503  million  in  1988,  an 
increase  of  S63  million  or  14%  from  $440  million  in  1987. 

Our  1988  store-for-store  sales  increased  by  3.7%,  outpacing 
the  department  store  inflation  rate  of  3.2%  as  measured  by  the 
government’s  Department  Store  Price  Index.  Store-for-store 
sales  in  the  important  fourth  quarter  of  1988  increased  7.6%. 
Results  by  segment  are  highlighted  below: 


Net  Retail  Sales 

Operating  Earnings 

Percent 

Increase 

Store- 

Increase 

of  Net 

vs. 

for- 

vs. 

Retail 

(millions) 

1988 

1987 

Storc 

1988 

1987 

Sales 

Department  stores 

$  7,537 

27.0% 

5.4% 

$  802 

31.8% 

10.6% 

Discount  stores 

2,856 

6.2 

2.5 

131 

4.2 

4.6 

Volume  Shoe 

1,132 

6.3 

(2-2) 

138 

4.3 

12.2 

Total 

$11,525 

18.9% 

3.7% 

11,071 

23.6% 

9.3% 

Net  retail  sales  represent  the  sales  of  stores  operating  at  the 
end  of  the  latest  period.  It  includes  the  sales  of  Foley’s  and 
Filene’s  from  the  date  of  acquisition  and  excludes  the  sales 
of  divisions  which  have  been  sold  or  discontinued,  as  well  as 
stores  which  have  been  closed  and  not  replaced.  Store-for-store 
sales  represent  sales  of  those  stores  open  during  both  periods. 
Operating  earnings  represent  LIFO  earnings  before  income 
taxes,  net  interest  expense  and  corporate  expense,  and  exclude 
unusual  items,  goodwill  amortization,  and  sold  divisions.  The 
Six  Year  Summary  by  Business  Segment  on  pages  27  through  29 
provides  additional  information. 

Viewed  on  a  longer-term  basis,  the  growth  of  the  company 
by  segment  over  the  last  five  years  is  shown  below: 

Net  Retail  Sales _ Operating  Earnings 

Five-Year  Percent  to  Five-Year  ^erceni  to 
Compound  Compound 


Growth  Rate 

1988 

1983 

Growth  Rate 

1988 

1983 

Department  stores 

11% 

65% 

67% 

10% 

75% 

73% 

Discount  stores 

10 

25 

27 

1 

12 

18 

Volume  Shoe 

22 

10 

6 

19 

13 

9 

Total 

12% 

100% 

100% 

10% 

100% 

100% 

May  continued  to  position  itself  to  compete  effectively  in  the 
future.  During  1988,  these  steps  included  the  May  1,  1988, 
acquisition  of  the  Foley’s  and  Filene’s  department  store  com¬ 
panies,  initiating  plans  to  combine  three  operating  divisions  into 
larger  divisions  resulting  in  more  powerful  regional  companies 
and  achieving  lower  overall  operating  costs.  The  company  also 
formed  a  partnership  for  the  operation  of  its  former  shopping 
center  subsidiary.  May  Centers,  Inc.,  and  sold  its  May  Florida 
department  store  division  and  its  Loehmann’s  specialty  store 
division  in  1988.  The  company  continued  to  pursue  opportunities 
to  enhance  its  productive  space  and  close  less  productive  stores. 


In  March  1989,  the  company  improved  its  Profit  Sharing  Plan 
for  associates  and  increased  value  for  shareowners  by  adding  an 
employee  stock  ownership  plan  (ESOP)  feature. 

Net  earnings  from  continuing  operations  in  1988  and  1987 
benefited  from  the  reduction  in  the  federal  statutory  income  tax 
rate  provided  by  the  Tax  Reform  Act  of  1986.  The  1988  acquisi¬ 
tion  of  Foley’s  and  Filene’s  contributed  positively  to  1988  results 
as  their  operating  results  exceeded  financing  costs  and  amorti¬ 
zation  of  goodwill.  Operating  results  for  Foley’s  and  Filene’s 
were  each  significantly  better  than  pre-acquisition  levels. 

During  the  past  three  years,  a  number  of  transactions  occurred 
which  were  unusual  in  nature.  These  transactions  included 
costs  of  integrating  major  acquisitions,  combinations  of  oper¬ 
ating  divisions,  closings  of  more  than  50  department  or  discount 
stores,  sales  of  real  estate  and  department  store  locations  and 
other  nonrecurring  transactions.  The  net  impact  of  these  trans¬ 
actions  was  not  material  in  any  year  as  the  impact  was  a  decrease 
of  20  in  1988  and  an  increase  of  30  and  2<t  in  net  earnings  per 
share  from  continuing  operations  in  1987  and  1986,  respectively. 

Net  earnings  per  share  from  continuing  operations  of  S3. 42 
in  1988  increased  at  a  rate  greater  than  net  earnings  from  con¬ 
tinuing  operations  due  to  the  company’s  third  quarter  sale  of 
its  common  shares  to  the  May  Centers  Associates  partnership. 


Department  Stores.  May  operates  14  department  store 
companies  across  the  United  States.  Operating  results  were: 


(dollars  in  millions, 
except  per  8€[uare  foot) 

1988 

1987 

1986 

1988 

Increase 

1987 

Net  retail  sales 

17,537 

$5,935 

$5,498 

27.0% 

8.0% 

Oj>erating  earnings 

802 

609 

549 

31.8 

11.0 

Sales  per  square  foot 

150 

136 

127 

10.3 

7.0 

Return  on  sales 

Return  on  net  assets 

10.6% 

19.9 

10.3% 

20.0 

10.0% 

20.5 

The  department  store  segment  repK)rted  outstanding  results  for 
1988.  Store-for-store  sales  increases  were  5.4%  in  1988  and 
4.8%  in  1987.  During  the  important  Christmas  selling  season, 
store-for-store  sales  increased  8.2%.  This  sales  performance, 
combined  with  the  ongoing  efforts  to  improve  productivity, 
contributed  to  the  department  store  operating  results.  Foley’s 
and  Filene’s  also  contributed  significantly  to  the  1988  sales 
and  operating  earnings  increases  over  1987,  and  the  impact  of 
their  added  inventory  lowered  the  1988  LIFO  provision  to  a 
credit  of  S3  million  compared  to  charges  of  S8  million  and 
$4  million  in  1987  and  1986,  respectively. 

During  1988,  May  0{>ened  seven  department  stores  comprising 
approximately  840,000  square  feet  of  retail  space.  Spring 
openings  were  Lord  &  Taylor  in  San  Antonio,  Texas;  May 
Company,  California,  in  Bakersfield;  and  Hahne’s  in 
Bridgewater,  N.  J.  Fall  openings  were  Lord  &  Taylor  in  New 
Orleans  and  Memphis;  Robinson’s  in  Los  Angeles  at  Northridge 
Fashion  Center;  and  Sibley’s  in  Buffalo,  N.  Y.  May  also 
acquired  two  premier  department  store  companies  during  the 
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year — Foley’s,  headquartered  in  Houston,  with  38  stores,  and 
Fiiene’s,  headquartered  in  Boston,  with  18  stores.  At  year-end. 
May  operated  297  department  stores  in  29  states  and  the 
District  of  Columbia. 

Department  store  closings  during  the  year  totaled  15  stores  and 
approximately  2. 1  million  retail  square  feet.  One  closed  store 
was  replaced  in  1988  by  Robinson’s  at  Northridge  Fashion  Center 
in  Los  Angeles  and  another  was  replaced  in  1989  by  a  Sibley’s 
store  in  Syracuse.  Also  during  the  year.  May  sold  four  of  its 
L.S.  Ayres  stores  in  Cincinnati  and  its  five-store  May  Florida 
division  headquartered  in  Jacksonville. 

In  December  1988,  May  initiated  the  combination  of  its 
O’Neil’s  division  in  Akron  and  its  May  Company,  Cleveland, 
division  into  a  single  division  operating  under  the  May 
Company  name.  With  the  transition  completed  in  Februar)'  1989, 
May  Company,  Ohio,  now  operates  16  stores  throughout  the 
state.  Also  in  February’  1989,  May  completed  the  integration  of 
its  five  Phoenix-area  Goldwaters  stores  into  its  Robinson’s 
division,  the  Albuquerque  Goldwaters  store  into  its  May  D&F 
division  and  the  Las  Vegas  Goldwaters  store  into  May  Company, 
California.  The  two  Goldwaters  stores  in  Tucson  were  sold. 

In  January  1989,  May  initiated  plans  to  convert  four  of  its 
Hahne’s  department  stores  in  New  Jersey  into  Lord  &  Taylor 
stores.  These  stores  are  at  Westfield,  Livingston  Mall,  Rockaway 
Town  Square  and  Bridgewater  Commons.  The  stores  were  closed 
and,  after  a  complete  remodeling  and  remerchandising,  they 
will  reopen  as  Lord  &  Taylor  stores,  with  three  to  open  in 
Fall  1989  and  the  fourth  in  Spring  1990.  The  five  remaining 
Hahne’s  stores  will  be  sold. 

A  strong  emphasis  on  expansion  will  continue  in  1989  with 
seven  new  department  stores  totaling  approximately  890,000 
square  feet  of  retail  space.  Spring  openings  were  Sibley’s  in 
Syracuse,  N.Y.,  in  March  and  in  Buffalo,  N.Y. ,  in  April.  Fall 
openings  are  Lord  &  Taylor  in  Plantation,  Fla. ;  Foley’s  in 
Dallas;  May  Company,  California,  at  Northridge  Fashion  Center 
in  Los  Angeles;  Fiiene’s  in  Kingston,  Mass.;  and  G.  Fox  in 
North  Attlelx)ro,  Mass.  In  addition.  Lord  &  Taylor’s  San  Antonio 
store  will  be  converted  to  a  Foley’s  store.  The  store  has  closed 
for  remodeling  and  will  reopen  as  Foley’s  in  Fall  1989. 

During  1988,  May  remodeled  24  department  stores,  totaling 
more  than  2.1  million  square  feet  of  retail  space.  In  1989,  May 
plans  to  remodel  32  department  stores,  involving  approximately 
2.0  million  retail  square  feet. 

The  1989-1993  expansion  plan  calls  for  68  new  department 
stores,  adding  approximately  9.3  million  square  feet  of  retail 
space.  For  the  five-year  period,  the  company  will  invest  approx¬ 
imately  S975  million  in  new  stores  and  an  additional  $550 
million  for  remodels  of  existing  stores. 

Dincouiit  Stores.  May  operates  two  quality  regional  discount 
store  companies:  Caldor  in  the  Northeast  and  Venture  in  the 
Midwest. 


Results  for  Caldor  were: 


(dollars  in  millions. 

Increase  (Decrease) 

except  per  square  foot) 

1988 

1987 

1986 

1988 

1987 

Net  retail  sales 

SI. 574 

$1,502 

$1,348 

4.8% 

11.4^ 

Operating  earnings 

50 

56 

70 

(10.7) 

(20.8) 

Sales  per  square  foot 

144 

140 

130 

2.9 

7.7 

Return  on  sales 

Retuni  on  net  assets 

3.1% 

14.4 

3.7% 

15.9 

5.2% 

18.8 

During  1988,  Caldor  continued  to  implement  programs  reposi¬ 
tioning  Caldor  as  an  effective  discount  competitor.  These  pro¬ 
grams  were  a  key  element  of  Caldor’s  fourth  quarter  performance 
with  store-for-store  sales  increasing  8.5%,  and  operating  earn¬ 
ings  exceeding  prior  year  levels.  Full-year  1988  store-for-store 
sales  increased  2.6%  compared  to  7.7%  in  1987.  Caldor’s 
operating  earnings  include  a  LIFO  charge  of  $9  million  in  1988 
compared  to  $6  million  in  1987  and  no  LIFO  provision  in  1986. 

Caldor  opened  three  new  stores  during  1988,  adding  approxi¬ 
mately  250,000  square  feet  of  retail  space.  The  new  stores  are 
in  WaterfoRl,  Conn. ;  and  in  the  metropolitan  Philadelphia  areas 
of  Somerdale,  N.J.,  and  W'arminster,  Pa.  At  year-end,  Caldor 
operated  119  stores  in  eight  Northeastern  states. 

Expansion  plans  for  1989  include  a  new  85,000  square-foot 
Caldor  store  in  Marlboro,  N.J.,  which  opened  in  March. 

Caldor  completed  a  major  remodel  to  one  store  in  1988,  in¬ 
volving  approximately  92,000  retail  square  feet.  In  1989,  Caldor 
plans  to  remodel  20  stores,  involving  approximately  2. 1  million 
square  feet  of  retail  space. 

Venture’s  results  were: 


(dollars  in  millions. 

Increase  (Decrease) 

except  per  square  foot) 

1988 

1987 

1986 

1988 

1987 

Net  retail  sales 

$1,282 

$1,188 

$1,102 

7.9% 

7.89 

Operating  earnings 

81 

70 

80 

16.0 

(12.4) 

Sales  per  square  foot 

170 

163 

158 

4.3 

3.2 

Return  on  sales 

6.4% 

5.9% 

7.3% 

Return  on  net  assets 

21.1 

19.1 

23.5 

Venture’s  1988  fourth  quarter  performance  was  excellent  with 
store-for-store  sales  increasing  8.0%  and  operating  earnings 
increasing  significantly  from  1987  levels.  Full-year  1988  store- 
for-store  sales  increased  2.4%  compared  to  1.0%  in  1987. 
Venture’s  operating  results  include  LIFO  charges  of  $3  million 
and  $8  million  in  1988  and  1987,  respectively,  compared  to  a 
LIFO  credit  of  $2  million  in  1986. 

In  1988,  Venture  opened  four  stores,  adding  approximately 
330,000  retail  square  feet.  Openings  included  a  store  for  the 
metropolitan  Chicago  market  in  Bridgeview,  Ill. ,  a  store  for  the 
metropolitan  St.  Louis  market  in  Belleville,  Ill.,  and  two  stores 
for  northern  Indiana  in  Mishawaka  and  South  Bend.  Also, 
Venture  closed  one  102,000  square-foot  store.  At  year-end, 
Venture  operated  73  stores  in  seven  Midwestern  states. 
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Venture  will  open  three  stores  in  Fall  1989,  adding  approxi¬ 
mately  245,0(X)  square  feet  of  retail  space.  Two  of  the  stores 
will  be  added  to  the  Chicago  metropolitan  area  —  in  Arlington 
Heights,  which  replaces  an  older  store  in  that  community, 
and  in  Streamwood,  111.  The  third  store  will  open  in  Paducah, 
Ky.,  a  new  market  for  Venture. 

Venture  completed  major  remodels  to  three  stores  in  1988, 
involving  approximately  335,000  square  feet  of  retail  space. 
Remodels  are  planned  for  five  Venture  stores  in  1989,  encom¬ 
passing  560,(XX)  retail  square  feet. 

The  1989-1993  expansion  plan  for  discount  stores  will  add  46 
new  Caldor  and  Venture  stores  totaling  approximately  3.8 
million  retail  square  feet.  During  this  five-year  period,  the 
company  will  invest  approximately  $310  million  in  new^  stores 
and  $90  million  remodeling  existing  stores. 

Volume  Shoe  Corporation.  Volume  Shoe  Corporation,  the 
nation’s  largest  chain  of  self-service  family  shoe  stores,  op)erates 
principally  under  the  Payless  ShoeSource  trade  name. 

During  the  fourth  quarter.  Volume  Shoe  initiated  a  number  of 
measures  to  control  the  growth  of  its  operating  expenses.  These 
programs  resulted  in  a  strengthened  fourth  quarter  operating 
performance,  representing  a  key  element  of  Volume  Shoe’s 
1988  performance.  Full-year  1988  store-for-store  sales 
decreased  2.2%  compared  to  a  .6%  increase  in  1987. 


Operating  results  were: 


(dollars  in  millions. 

Increa.He 

(De<rease) 

except  per  square  f(H)t) 

1988 

1987 

1986 

R>88 

1987 

Net  retail  sales 

SI, 132 

SI, 06.5 

$934 

6.. 3% 

14.0% 

Operating  eamings 

138 

1.32 

138 

4.3 

(4.1) 

Sales  {)er  square  foot 

1.37 

1.39 

1.36 

(1.4) 

2.2 

Retuni  on  sales 

12.2% 

12.4% 

14.8% 

Return  on  net  assets 

29.3 

31.1 

.38.0 

Volume  Shoe  continued  its  aggressive  gn)wth  in  l<>88  by  o|^>ening 
166  net  new  Payless  ShoeSource  stores  in  29  states,  totaling 
approximately  490,000  retail  square  feet.  Growth  was  concen¬ 
trated  in  the  Northeast  with  45  stores,  the  Northwest  with  42 
stores  and  in  the  West  with  31  stores.  At  fiscal  year-end. 
Volume  Shoe  operated  2,602  stores  in  4.3  states  and  the 
District  of  Columbia. 

May  will  continue  to  invest  in  Volume  Shoe’s  expansion  in 
1989  by  adding  approximately  140  net  new'  stores  totaling 
430,000  square  feet  of  retail  space.  The  most  vigorous 
expansion  during  the  year  will  be  in  the  Northeast  with  58 
stores.  Significant  growth  also  is  planned  for  the  Northwest 
and  West  with  27  stores  in  each  region. 

Volume  Shoe’s  1989-H>93  expansion  plan  calls  for  a  gross 
capital  investment,  including  operating  lea.se  e<|uivalents,  of 
approximately  $550  million  to  add  appmximately  7(K)  net  new 
stores  with  2. 1  million  square  feet  of  retail  space.  An  additional 
$120  million  will  be  invested  to  remodel  existing  stores. 


Net  Retail  Sales 

Sales  per 

Building  .Area  in 

Numl>er 

in  Millions  of  Dollars 

Square  Foot 

Thousands  of  Square  Feet 

of  Stores 

1988 

1987 

1988 

1987 

1988 

1987 

1988 

1987 

Lord  &  Taylor,  New  York 

S  963 

8  921 

$161 

$1.56 

6,185 

6,06;^ 

47 

46 

Foley’s,  Houston 

804 

- 

138 

- 

7,.589 

- 

34 

- 

May  Company,  California 

900 

837 

143 

1.32 

6,271 

6,602 

.34 

35 

Hecht’s,  Washington.  D.C. 

759 

683 

204 

182 

.3,738 

3,864 

22 

2.3 

Robinson’s,  Los  Angeles 

720 

669 

153 

147 

4,788 

4,712 

29 

29 

Kaufmann’s,  Pittsburgh 

516 

480 

166 

156 

3,123 

3,085 

14 

14 

Famous-Barr,  St.  Louis 

502 

496 

128 

126 

3.894 

3,975 

17 

17 

Filene’s,  Boston 

.357 

- 

193 

- 

2.277 

- 

18 

- 

May  Company,  Ohio 

424 

398 

128 

114 

3,278 

3,527 

16 

17 

G.  Fox,  Hartford 

369 

329 

199 

186 

1,867 

1,832 

10 

10 

L.S.  Ayres,  Indianapolis 

315 

303 

120 

109 

2„354 

3,:387 

14 

18 

May  D&F,  Denver 

267 

242 

139 

141 

1,946 

2,099 

13 

15 

Meier  &  Frank,  Portland,  Ore. 

254 

239 

131 

124 

1,9,58 

1,929 

8 

8 

Sibley’s,  Rochester,  N.Y. 

182 

165 

99 

83 

1,795 

2,016 

10 

11 

Other 

205 

173 

138 

104 

1,.554 

1,9.33 

11 

15 

Total  department  stores 

7,537 

5,935 

150 

136 

52,617 

45,024 

297 

2.58 

Caldor 

1,574 

1,.502 

144 

140 

11,080 

10,834 

119 

116 

V^enture 

1,282 

1,188 

170 

163 

7,656 

7,. 561 

7.3 

70 

Total  discount  stores 

2^856 

2,6^ 

154 

149 

18,736 

18„395 

192 

186 

Volume  Shoe 

1,132 

1,065 

137 

1.39 

8,499 

8,008 

2,602 

Total 

$11,525 

$9,690 

$1.50 

$140 

79,852 

71,427 

3,091 

2,W10 

Ne!  retail  sales  represent  sales  of  stores  open  at  the  end  of  1988  and  include  Foley’s  and  Filene’s  from  the  date  of  acquisition. 
Full-year  sales  for  Foley’s  and  Filene’s  were  SI  .024  and  S440  million,  respectively. 

Building  area  represents  square  footage  of  stores  open  at  the  end  of  the  period  presented. 

Other  includes  Hahne's,  f^ldwaters’  Tucson  stores  and  May  Florida  which  have  been  closed  or  sold. 
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RKVIKW  OF  FINANCIAL  (:OM)ITIO^ 


Heturii  till  Fcfiiily.  Kelurn  on  shareowners'  heginniti^  ecjuity 
is  our  [)ritu  ipal  measure  in  evaluating  our  performanee  (or 
shareowners  and  our  ability  to  profitably  invest  shareowners* 
funds.  Net  earnings  from  continuing  operations  and  beginning 
common  shareowners*  equity  are  the  components  used  to 
measure  our  performance.  Our  objective  is  to  sustain  per¬ 
formance  which  places  our  return  on  equity  in  the  top  quailile 
of  the  retail  industry'.  Our  return  on  equity  in  1988 

represents  a  substantial  improvement  over  16.8^  in  1987  and 
lS.49f  in  1986.  The  combination  of  1988  shareowners*  equity 
increasing  \29c  over  the  beginning  of  the  year  and  the  full-year 
efre(‘t  of  the  shopping  center  partnership  transaction  w  ill  make 
im|)rovenient  from  18..S9f  challenging  in  1989. 

Capital  Stnictiire.  Our  capital  structure  reflects  our  objectives 
to  generate  superior  shareow  ner  returns,  maintain  access  to 
capital  at  all  times,  and  minimize  the  cost  of  capital. 

Our  balance  sheet  and  financial  condition  measures  continue 
to  be  veiy  strong  following  the  :S1.5  billion  purchase  acqui¬ 
sition  of  Foley's  and  Filene's.  Total  debt,  w  hich  includes  long¬ 
term  and  short-term  <lebt.  redeemable  preferred  stock  ami  the 
capitalized  value  of  all  leases,  including  operating  leases, 
was  51^  of  capitalization  at  1988  year-end  compared  to  i\% 
and  V\7c  in  1987  and  F)86,  res|>ectively.  Capitalization  includes 
debt,  noncurrent  deferred  taxes  (except  those  relating  to 
deferreil  gross  profit  on  installment  method  sales),  deferred 
ITC  and  shareowners*  e(}uity.  Our  bonds  are  rated  A-f  by 
.Standard  &  Poor's  Coiporation  aiul  .Al  by  Moodv's  Investors 
Serv  ice,  Inc.  Our  commercial  paper  is  rated  A I  and  Pi  by 
Standard  &  Poor's  ami  Moody's,  respectively.  The  company's 
objective  is  to  use  short-tenii  ilebt  only  to  finance  seasonal 
re(piirements. 

Fixed  charge  coverage  was  2.7x  in  1988  compared  to  3.2x  and 
2.9x  in  1987  and  1986,  respectively.  Fixed  charges  are  defined 
to  include  gross  interest  expense,  total  rent  expense,  and  the 
pretax  e(|uivalent  of  dividends  on  redeemable  preferred  stock. 
Our  debl-to-capitalization  ratio  and  fixed  charge  coverage  are 
consistent  with  our  capital  structure  objectives  and  position 
the  company  with  considerable  financial  flexibility. 

In  March  1989,  the  company  announced  that  an  ESOP  feature 
will  be  culded  to  its  Profit  Sharing  Plan.  The  KSOP's  borrowing 
of  apf)roximately  S4(K)  million  will  be  guaranteed  by  the  com¬ 
pany.  In  connection  therewith.  May's  credit  ratings  were  iiffinned 
by  both  rating  agencies. 


(^ash  Flow.  Cash  and  cash  equivalents  decreased  S48  million 
in  19^i8  and  S297  million  in  1987  and  increased  S241  million 
in  1986.  .Sources  and  uses  of  cash  Hows  are  summarized  below: 


(millions) 

vm 

1987 

im 

Krom  i  ontinuing  operalions 

Working  capital  changes 

iim) 

(2‘Xi| 

(12.4) 

Investing  activities 

(E.Hl.S) 

(2771 

(.57) 

Financing  activities 

717 

(470i 

(2771 

Increase  (Decrease)  in  ca.sh 
ami  cash  equivalents 

s  m) 

Sl2<}7) 

$24 1 

Cash  How  from  continuing  operations  was  1.37c  of  revenues  in 
198fl  compared  to  7.4%  in  1987  and  7.0%  in  1986.  The  company's 
cash  How  as  a  percent  of  revenues  continues  to  be  one  of  the 
highest  in  the  retail  industiy.  Internally  generated  funds  are 
an  important  component  of  our  capital  re.sources. 

Capital  Expenditures.  Return  on  net  assets  is  the  principal 
financial  measure  we  u.se  to  plan  and  evaluate  effectiveness 
of  capital  investments.  Sales  per  square  f(X)t  is  emphasized 
as  the  principal  operating  measure  as  we  invest  in  new  stores 
and  remodels,  and  eliminate  unproductive  space.  Our  sales 
per  square  foot  has  improved  significantly  as  indicated  in  the 
Ibllowing  table  which  is  based  upon  each  respective  year's 
average  square  footage: 


D)88 

1987 

198f> 

198.3 

Sales  per  square  f(M>t: 
Department  stores 

S1.50 

$1.36 

$127 

S  9(y 

Discount  stores 

1.54 

149 

142 

131 

Volume  Shoe 

137 

1,39 

1.3<) 

9^t 

Total 

$1.50 

$140 

$1.31 

$102 

We  also  invest  aggressively  to  improve  information  systems 
and  to  make  our  sales  support  areas  more  efficient. 

Capital  expenditures  in  1989  will  approximate  S7(K)  million 
(including  $80  million  representing  the  capital  value  of  new 
operating  leases)  and  are  planned  to  exceed  $3.7  billion 
(including  $3(K)  million  representing  the  capital  value  of  new 
operating  leases)  for  the  1989-1993  period.  Internal  cash  How 
will  be  used  to  finance  the  majority  of  these  expenditures.  The 
company  has  $940  million  of  available  borrow  ing  under  its 
multi-year  credit  agreement  and  lines  of  credit.  In  addition, 
the  company  has  a  shelf  registration  statement  filed  with  the 
Securities  and  Exchange  Commission  which  would  enable  it  to 
issue  up  to  $225  million  in  additional  debt  securities. 

Dividends.  Our  policy  is  to  increase  dividends  on  common 
stock  consistent  with  our  earnings  growth  overtime.  The  1989 
dividend  rate  was  increased  1 1%  to  $1.42  per  share  effective 
with  the  June  1989  dividend  payment.  This  increa.se  represents 
our  14tli  consecutive  annual  dividend  increase  and  our  1.5ih 
increase  during  that  period.  Dividends  paid  have  inc-reased  at 
a  compounded  rate  of  14%  during  the  past  five  years. 


i:^ 
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FiHc'al  Year.  The  eompaiiy's  fiscal  year  eiuls  on  the  Saturday 
closest  to  January  31 .  Fiscal  years  1988,  1987  and  1986  ended 
on  Januar\'  28,  1989,  januarv  30,  1988,  and  Januar\  31,  1987. 
respectively.  References  to  years  relate  to  fiscal  years  rather 
than  calendar  years.  Kach  year  included  52  weeks. 

Basis  of  Reporting.  The  consolidated  financial  staternefUs 
iiK'lude  the  accounts  of  the  company  and  all  wholly  owned 
subsidiaries  (the  “company’').  On  May  1,  1988,  the  com[)any 
acquired  the  Foley’s  and  Filene’s  department  store  companies. 
This  acquisition  has  been  accounted  for  as  a  purchase  and, 
accordingly,  the  consolidated  financial  statements  include  the 
results  of  these  companies  since  May  1,  1988.  See  Mergers 
and  Acquisitions  on  page  20.  On  August  17,  1988,  the  com¬ 
pany  entered  into  an  agreement  with  Pnj.Simon  Associates 
(“PniSimon"),  an  affiliate  of  Melvin  Simon  &  Associates  and 
The  [^nidential  Life  Insurance  Company,  to  form  a  partnership 
for  the  operation  of  May  Centers,  Inc. ,  a  fonner  wholly  owned 
subsidiary.  The  partnership  investment  is  included  in  other 
assets  in  the  consolidate<l  balance  sheet  and  the  (H)m|)any  has 
recorded  earnings  using  the  equity  method  of  accounting.  See 
May  Centers  Associates  on  page  24.  On  September  19,  1988, 
the  company  sold  its  Ix)ehmann's  specialty  store  div  ision.  The 
consolidated  statements  of  earnings  and  cash  Hows  have  been 
restated  to  reflect  Loehmann’s  as  a  discontinued  operation.  .See 
Discontinued  Operation  on  page  26. 

Net  Retail  Sales  and  Revenues.  Net  retail  sales  (“sales") 
represent  the  sales  of  stores  operating  at  the  end  of  the  latest 
peri(Ml.  It  includes  the  sales  of  Foley’s  and  F  ilene’s  from  the 
date  of  acquisition  and  excludes  the  sales  of  divisions  w  hich 
have  been  sold  or  discontinued,  as  well  as  stores  which  have 
been  closed  and  not  replaced.  See  Sale  of  Department  Store 
L(M  ationson  page  20  and  Discontinued  Operation  on  page  26. 
Sales  inc  lude  sales  of  merc-handise  and  serv  ices,  finance  charge 
revenue  from  customer  acc'ounts  receivable  and  sales  of  leased 
and  licensed  departments.  Sales  are  net  of  returns  and  exclude 
sales  tax. 

Revenues  include  all  sales  of  all  stores  operating  during  the 
period  and  are  used  in  the  calculation  of  sales  per  scjuare 
foot  using  average  square  footage. 


Depreciation  and  Amortization.  Property  and  e(|ui[)ment 
are  depreciated  on  a  straight-line  basis  over  their  estimated 
useful  lives.  Investments  in  f)ro[)erties  under  capital  lea.ses 
and  lea.sehold  improvements  are  amortized  over  the  shorter 
of  their  u.seful  lives  or  their  related  lease  terms. 

Precipeiiing  Expenses.  Costs  associates!  with  the  o|>ening 
of  new  stores  are  expensed  during  the  year  incurred. 

Income  Taxes.  The  comjiany  provides  income  taxes  currently 
for  all  items  included  in  the  consolidated  statement  of  earnings 
reganlless  of  when  such  taxes  are  |>ayable.  Deferred  and  prc*paid 
taxes  arise  fnmi  the  recognition  of  revenue  and  expense  in  difler^ 
ent  pericKls  for  tax  and  financial  statement  purf>oses.  Sc‘e  Taxes  on 
page  22  for  discussion  of  the  Statement  of  Financial  Accounting 
Standards  (SFAS)  No.  96.  “Accounting  for  ln<*ome  Taxes." 

Earnings  Per  Share.  Farnings  per  share  are  <  (»m[)uted  by 
dividing  net  earnings,  less  redeemable  preferred  dividends 
earned,  by  the  average  common  shares  outstanding  during  the 
year.  Comm(»n  share  equivalents  are  not  material.  The  shares 
used  to  calculate  earnings  per  share  were  147.0,  151.9  and 
1.54.8  million  for  1988,  1987  and  198().  respectively.  See  Share 
Repurchase  on  page  25. 

Cash  F^quivalents.  (^ash  equivalents  consist  commercial 
paper  and  are  stated  at  cost,  which  a[>proximales  market. 

Accounts  Receivable.  In  accordanc  e  with  industrv  practice, 
installments  maturing  in  more  than  one  year  on  deferred  pay¬ 
ment  accounts  receivcible  have  l»een  included  in  current  as.sets. 

Merchandise  Inventories.  Merc  handise  inventories  are  valuecl 
at  the  lower  of  cost  or  market  asdetennined  [)rimarily  by  the  retail 
method,  and  are  stated  on  the  LIFO  (last-in,  first-out)  cost 
basis  for  department  stores  and  discciunt  .stores  (W9r  and  899f 
of  the  cornpanv’s  consolidated  inventories  in  l9Wi  and  1987. 
respec  tively),  and  on  the  FIFO  (first-in,  first-out)  cost  basis 
for  all  other  inventories. 

Goodw  ill.  Goodw  ill  represents  the  excess  of  cost  over  the 
fair  market  value,  at  the  date  of  ac  ejuisition,  c»f  net  assets 
acc]uired.  .Substantially  all  amounts  are  amortized  using  the 
straight-line  method  over  a  40-year  [)eriod. 
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The  May  Department  Stores  (iornpany  and  Sulisiiliaries 

(niillioiis.  exce}>t  per  share) 

Nel  Retail  Sales 

1D88 

SI  1,325 

1987 

$  9.6'J<1 

1986 

$8,882 

Revenues 

SI  1,742 

SIO.IW 

S9,977 

Cost  of  iiiereliaiidise  sold,  itieluding  occupancy  and  buyitig  costs 

8,453 

7,402 

7,224 

Selling,  general  and  administrative  and  other  expenses 

2,279 

1.952 

1,969 

Interest  expense,  nel 

229 

no 

123 

10.961 

9,464 

9,316 

Earnings  from  <*onlimiing  operations  before  income  taxes 

781 

735 

f)61 

Provision  for  income  taxes 

278 

295 

283 

Net  earnings  from  continuing  operations 

503 

440 

378 

Net  earnings  from  discontinued  operation 

2 

4 

3 

Net  gain  on  ilisposal  of  discontinued  operation 

29 

- 

- 

INel  Kariiings 

S  534 

S  444 

S  381 

Net  Earnings  Per  Share: 

Continuing  operations 

S  3.42 

S  2.88 

S  2.42 

DiscontinueMi  operation 

.01 

.02 

.02 

Disposal  of  discontinued  operation 

.20 

- 

- 

Net  Kaniiiigs  IVr  Share 

S  3.63 

S  2.fK) 

S  2.44 

Set*  tlir  Siinimarv  of  Significant  Accoimimg  Policies 
and  Notes  to  (ioiisoliduted  FinaiuMal  Statements. 
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The  Mav  Departmeiil  Stores  (  ionipany  aiul  Suhsi<liaries 


(tnillions) 

January  28.  I98<t 

Januan  30.  I9JU1 

Assets 

Current  Assets: 

(^ash  (incduding  rash  equivalents  of  SI  1 1  in  1987) 

S  12f 

172 

Accounts  receivable,  net 

2.U)0 

1,070 

Merchantlise  invetitories  (net  of  accumulated 

LIFO  provision  of  $212  and  S203.  respectively) 

1.788 

1.481 

Other  current  assets 

90 

58 

Total  Current  Assets 

4. 1(>8 

.3,381 

IVopeilv  and  Kcjuipnient: 


Land 

234 

189 

F^uildings  and  buihling  equipment 

2.275 

2,004 

Furniture,  fixtures  and  equipment 

1  ,()02 

1 ,4.55 

Property  imder  capital  leases 

2.50 

222 

4,421 

3.870 

Accumulated  depreciation 

(1,315) 

(1.2.38) 

3. 10() 

2,0.32 

(Goodwill 

(>2H 

7V> 

Other  Assets 

242 

89 

Total  Assets 

S8.144 

.1^0,181 

I jahilitie^  and  Sliarenwiiers^  Eijiiily 

Current  Liabilities: 


Notes  payable  and  current  maturities  of  long-term  debt 

$  100 

$  42 

Accounts  [layable 

1.075 

<>0() 

Accrued  expenses 

717 

5.34 

78 

Income  taxes  [layable 

92 

Total  Current  Liabilities 

2.074 

l,.5()0 

Long-term  Debt 

2,483 

1,192 

Deferred  Income  Taxes 

.300 

404 

Deferred  Investment  Tax  Credit 

40 

51 

Other  Liabilities 

1.37 

251 

SI  1  a reow  tiers*  Fxj ii i t y : 


(.ommon  stock 

149 

1  19 

Additional  paid-in  capita) 

18 

0 

Ketained  earnings 

2jm 

2,.533 

.3.050 

2,723 

Ibtal  Liabilities  and  Shareowners'  Lciuity 

S8, 1 k4 

SO,  181 

See  the  Suiniaar>  <»(' Sigiiifieant  Aeeoiiiitiiig  PoIi<  ies 
an<i  N(»tes  to  ( a>Ms<>liilale<l  Kiiianeial  Statements. 


Common  stock  lias  a  par  \alue  ol  SI  .(K)  per  share  aiul  .V>n  million  shares 
are  authorize<l.  At  Januars  2a.  I.Vi.H  million  shares  vAere  issiie<l  ;iii<l 

I4*>.  I  million  shares  v\ere  out stam ling. 


Id 


4  ll»\ll  h  \  l  IMIM  4H  4  VS||  I  l  ow 


l  lir  Mas  I  >«'|»arltiu‘nl  S|nii*>  (  a)fn[iaM\  anil  >iil»Ni*)iai  ii"> 


(niillinnsl 

vm 

1087 

1080 

4  ^prriiliiiji  Ac*tivili#‘s: 

Nrl  fnirn  cntiliiiuiiig  (►prralioiis 

.S  f  M) 

S  878 

Kxprnses  not  re(|iiiriii^  the  outlay  of Casli: 

Dt'pKM’iatiou  aixl  ainortization 

:VM) 

270 

2()8 

DiHornMl  iri<*oriie  laxos  1  noiicunvtit). 

IK  -  and  <lo(onv«i  comptMisaliou 

45 

57 

N<‘!  warnings  from  (lisconliriurd  <»|)oralioii 

2 

4 

8 

Working  <  a|)ilal  ami  other'*' 

CKo) 

(800) 

(120) 

.V>() 

b50 

575 

Investing  Aelivilie?*: 

( iapilal  e\p<‘mlilun‘s 

1 12:^1 

1*501) 

(508) 

Di'ipositioii  of  property  ami  e<|uif)ment 

11 

11 

\<  (|uisitiofi  of  Fole\’>  and  Kilene  s 

(1.117) 

- 

- 

Sah*  of  stores  ami  di\  isioiis 

278 

178 

DO 

ln\«‘stment  in  ami  advances  to  pailnerships  and  affiliates 

(881 

- 

- 

( )ther 

2 

10 

(1  4) 

(1,815) 

(277) 

(•57) 

Kiiiaiieiiifi  Aetivitit*s: 

Increase  ( Decrease}  in  notes  payable 

:U) 

- 

(227) 

Issuance  of  loiify-term  dehl 

1,071 

100 

887 

l{t‘payments  of  lon^-term  <lel)t 

(180) 

(108) 

(280) 

Redemption  <»f  j>referreil  stJ»ck 

- 

(l(M)i 

- 

Purchase  (»f  common  stock 

(05 1 1 

1  lOll 

(120) 

Issuance  of  common  stock 

f)28 

52 

57 

1  )i\  itiend  payments 

(184) 

(174) 

(188) 

717 

(170) 

(277) 

liHTeuM*  (l)iM*r#‘ase}  in  (lasli  and  (!a>li  Fafiiivaltnits 

(18) 

(207) 

211 

4!asli  and  (lash  Ki|niva]<Mits.  Hf^^iiiiiin;;  oi ’^ear 

172 

fOO 

228 

(lash  and  (lash  Equivalents.  Em!  of  Y#‘ar 

S  124 

S  172 

S  1()0 

*(  lornprised  of: 

\<’counts  receivahh*.  net 

(208) 

*S(100) 

S  (I5i 

Vh'rchamlise  inventories 

(108) 

(77) 

(7) 

( )ther  current  assets 

(85) 

07 

(280) 

\ccounts  payable 

184 

4  4 

71 

\ccrued  <'\|»enses 

101 

1  U)) 

1  10 

Income  taxes  [)ayable 

(88) 

(.58) 

Net  d<‘crease 

(1  11) 

(U)ll 

(170) 

Defern‘d  inconu‘ taxes  and  1  T(1 

(87) 

(«2l 

215 

( )ther  assets,  liabilities  and  ^ains 

(107) 

I. ‘>71 

1171) 

Working  capital  and  other 

S  1885) 

.t;(  120) 

1  .ash  paitl  during  the  year: 

lnter<*st 

S  2.H() 

s  1  10 

lf)0 

Income  tiixes 

;J2I 

801 

820 

Sri*  lt»r  SiiiniiiaiA  i>(  Si^iiifir.nit  XrriitliiliM^  t'olirii*' 

Nimr.i>li  ifj\ r>liii*:  arul  liiiannn^  artivilii 

•>  in  MUm 

inrliKlr  a  -S  UHt  tnillioii 

aitii  \olrs  to  <  iniixittitiatrii  h  iiianrial  Slalrmrnt>. 

note  lN>lir((  ill  roiiiirrlioii  witit  tlir  ari|iir 

•it ion  i>i  Ki 

•lrN’>  anil  Kilrnr’-  anil 

\  tiiillioii  nlCapital  lt*asi’  (ihli^iatioM-. 
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Tlio  Mav  ni'partnieiil  Stores  (Jonijianv  ami  Subsiilianes 


I  Ota  I 


Convertible 

Outstanding 

Additional 

Share- 

Preferred 

Common  Sto<  k 

Pai<l-in 

Retained 

owners' 

(dollars  in  millions,  shares  in  thousands) 

Stock 

Shares 

Dollars 

(Capital 

Warnings 

K(|uity 

Balaiiee  at  February  1 ,  1986 

S75 

72,830 

SI  22 

S 1 75 

S2.049 

S2.421 

Net  earnings 

- 

- 

- 

- 

381 

381 

Dividends  paid: 

Common  stock  (SI. 01  '/2  per  share) 

- 

- 

- 

- 

(131) 

(131) 

Preferred  stoc'k 

- 

- 

- 

- 

(7) 

(7) 

Two-for-one  stock  split,  July  1986 

- 

74,9Wj 

25 

- 

(25) 

- 

Common  stock  issued 

- 

1.454 

2 

55 

- 

57 

r^urchase  of  common  stock 

- 

(2.5tH)) 

(3) 

(103) 

(f) 

(110) 

Conversions  and  retirements  of  preleired  stock 

(75) 

6,112 

7 

()8 

- 

- 

Hetirement  of  common  stock 

- 

(284) 

- 

(16) 

- 

(16) 

Balance  at  Jaiiiiarv  31 ,  1987 

- 

152,578 

153 

179 

2.263 

2,595 

Net  earnings 

- 

- 

- 

- 

414 

414 

Dividends  paid: 

Common  stoi‘k  (SI.  11  '/2  per  share) 

- 

- 

- 

- 

(170) 

(170) 

Preferred  stock 

- 

- 

- 

- 

(4) 

(4) 

Common  stock  issued 

- 

1 ,959 

2 

50 

- 

52 

Purchase  of  common  stock 

- 

(5.384) 

(6) 

(188) 

- 

(194) 

Balance  at  January  30,  1988 

- 

149,153 

149 

41 

2.533 

2.723 

Net  earnings 

- 

- 

- 

- 

534 

531 

Dividends  paid: 

Common  stock  (S1.24'/2  per  share) 

- 

- 

- 

- 

(184) 

(184) 

Preferred  stock 

- 

- 

- 

- 

- 

Common  stock  issued 

- 

17,160 

17 

61  1 

- 

()2H 

Purchase  of  common  stock 

- 

(17.203) 

(17) 

(634) 

- 

(0.51) 

Bidance  at  January  28,  1989 

s  - 

149.110 

SI  49 

S  18 

S2,883 

.f.l.O.SO 

Outstanding  common  shares  exclude  shares  held  in  treasur>. 

Treasure  share  activity  for  the  last  three  years  is 

summarized  below: 

198^1 

1987 

1986 

Balance,  beginning  of  year 

7.()65 

1,240 

1.738 

Stock  split 

- 

- 

1 ,156 

Common  stock  issued: 

Sold  to  May  Centers  Associates  (see  page  24) 

(1  1.520) 

- 

- 

Deferred  compensation  plan 

(1.382) 

(;58*4-) 

(65) 

Kxercise  of  stock  options 

l8f)8) 

(94<>) 

(1,047) 

Contribution  to  Profit  Sharing  Plan 

(351 ) 

(212) 

(113) 

Kestrif  ted  stock  t)lan 

(39) 

(159) 

(160) 

Contribution  to  MA^  SOP 

- 

(55) 

0)9) 

(IT.  IWH 

( 1 .959) 

(1,454) 

Purchase  ol  common  stock 

17.205 

5,384 

2,5(K) 

Balance,  end  of  year 

7.70H 

7.(>()5 

4,210 

See  the  Siininiar>  ol  Sipnifij  anl  Aeeountin^  F^)lieie^^ 
anil  Notes  to  (ionsoliilateil  Finaneial  Statements. 


IH 


NOI  l>  KM  OX'^OI  Ihvn  II  UN  \N<  I  VI v- I  M  l  MKM  -* 


N*  l  Kriiiil  >iilf^.  Sales  were  SI  1.5  l>illion  in  M>H8.  an  inereiise 
ol  \H/y/f  oversales  ol  ^^).7  Mllinn  for  Sales  increases 

l»v  business  s<‘pnent  lor  IWfiand  IWT  were: 


decreased  by  .S1.5  million  in  b>87,  primarily  as  a  result  ol 
the  early  retirement  (►!  high-interest  debt  and  the  use  ol  |)ro- 
ceeils  irom  the  sale  ol  assets.  See  Lnusual  Items  on  page  19. 


lOWl  vs. 

10K7 

10B7  vs.  l0B<j 

Mort*-f<)r- 

.sioro-lor- 

ihUil 

Stort^ 

ToIjI 

Store 

l)<*p.irlm»‘r»t  sliiros 

27.(K:/r 

H.m 

( iahlor 

I.H 

2.0 

It.l 

7.7 

\riiliin* 

7.0 

2.4 

7.H 

1.0 

l)i<('oiiiil  >lorf< 

0.2 

2.5 

OH 

1.7 

\olumo  s|i<»r 

I)..! 

•  2.2i 

11.(1 

.0 

I'otai 

IH.OO'r 

0.  K/f 

1.5^^ 

(millioiiNl 

1<>HH 

1087 

I08f) 

liiterrsi 

S2.5I 

St  15 

SI  02 

Intorost  iii(  <»mo 

llHi 

(22l 

(20) 

t.iapiliilized  interest 

(7i 

(111 

(15) 

Net  intere*!  expen...e 

$220 

SI  to 

SI  2.5 

Ren  ent  of  re\  eiuies 

l.or-^ 

1.1 '7^ 

\.:W( 

I  iiii-*ii;d  Item-.  During  the  j»ast  three  years,  a  number  of 
transactions  occurred  which  were  unusual  in  nature.  These 


.'store-lor-store  sales  represent  sales  of  those  stores  o[)en  during 
lK>th  yeais.  Total  sales  reflect  the  ^^c(^uisition  of  .58  Foley's  stores 
an<l  18  Filene’s  stt>res  on  May  I.  1988  (see  Mergers  and 
Aetjuisitions  on  page  20),  arid  the  optming  of  seven  departtnent 
stores,  three  (laldor  stores,  four  Venture  stores  and  U>6  net 
new  Volume  Shoe  stores. 

Additional  information  b\  business  segment  is  presented  in 
tlu‘  Six  Year  Summar\  by  Dusifiess  Segment  on  pages  27 
thniugh  29. 

Sales  include  finance  I'harge  revenue  and  leased  and  licen.sed 
depart ment  sales  as  follows: 


(mdlions) 

1088 

1087 

i<mo 

Fiiianee  rharge  revenue 

S250 

S205 

S2(K) 

lyea-eil  and  lieen>ed  department  sale*? 

.5.58 

525 

515 

l  and  I  \p«*ii^«--.  dost  of  merchandise  sold,  including 
oi'cupam  y  and  buying  costs,  ilecreased  to  72A)9c  of  revenues 
in  1988.  This  <lec  rease  was  a  result  of  the  higher  gross  margin 
impact  of  die  larger  de|)artment  store  segment  and  a  lower 
LIFO  charge  in  1988  resulting  from  the  acquisition  of  Foley's 
ami  F'ilene's.  The  rate  was  72.5^  in  1987  and  72.  Wr  in  1980. 


transactions  included  costs  of  integrating  major  acquisitions, 
combinations  of  operating  div  isions,  closings  of  more  than  .50 
department  or  discount  stores,  sales  of  real  estate  anti  de|)art- 
ment  store  locations  and  other  nonrecurring  transactions.  The 
net  im|)act  of  all  such  transactions  was  not  material  to  the 
results  of  operations  in  any  year.  Amounts  relateil  to  these 
transactions  are  summarized  in  the  chart  that  follows: 

Eaniiiips.  Increaye  (Decreast'l 


imillionM) 

1088 

1087 

Pretax 

|08<. 

1088 

\lier  Tax 

1087  1080 

Merger^  ami  a(*(|insitions 

Si  22 1 

S  «8) 

Si  121) 

Si  1  ll 

S  l5i 

S(77l 

Comhiiialions  and  elosing< 

187) 

(25) 

(07) 

(.5.5) 

(15) 

l55i 

Real  estate  lian>.aetion< 

55 

- 

104 

52 

- 

74 

Sale  of  deparlmeni  .store  loi  ations 

17 

15 

117 

2<) 

27 

70 

IVnsion  settlement 

8 

- 

- 

.5 

- 

- 

Delit  prepayments 

111 

- 

i22) 

(2) 

- 

(Ill 

I  )eferre<  1  i  •!  nnpetisa  lion 

- 

(8) 

- 

- 

(4) 

- 

huenton  adjustrm'nts 

- 

- 

1.50) 

• 

- 

i25l 

Net  impact  of  unusual  items 

S  1.5) 

S  1 

S  (42i 

S  15) 

S  5 

S  1 

ttu‘  iolliiw  iii^  notes  for  a  liirfher  <lis<‘u>sion  of  the  items  alwive: 

Merfier<  ami  A<  (|ui.>itions  — page  20;  (^oriiliinatioiis  aiul  Closings  —  page  20; 
ICnil  Estate  Transd<  lions  —  page  21;  Sale  of  Department  Su»re  Ek  ations  —  f)age  20; 
Retirement  ami  Lrolit  Sharing  —  page  21;  Short-term  Debt  ami  Lines  ol  Credit  — 
page  21;  Ling-tenn  Debt  —  page  21;  Other  Liabilities — page2.i;  and  Inventor) 
A«liiistmenls  —  page  21. 


During  each  ol  the  past  three  years,  results  were  affected  by 
several  significant  transactions  of  an  unusual  nature.  Lhe  net 
impact  of  these  transactions  was  not  material  in  any  year.  The 
|»retax  impact  ol  these  items  is  included  in  selling,  general 
and  administrative  and  other  ex[)enses.  See  L  nusual  Items 
on  page  19. 

.Selling,  general  an<l  administrative  and  other  ex[)enses.  adjusteil 
lor  the  unusual  items,  as  a  percent  of  revenues  were  19.49F 
in  I9fi8.  l<).27r  in  1987  and  I9..57r  in  1986.  Advertising  and 
sales  ju’ornotion  costs  were  .S.58IC  .?.5+5  and  million  in  DWL 
|9R7  and  1986.  res|uM  tively. 

Iiileri‘«>l  I  vpciiM*.  Net  interest  expense  increased  during  I9^W 
primarily  due  to  the  increased  long-term  debt  resulting  from 
the  actpiisition  ol  FOley's  and  F’ilene’son  May  1.  1988.  .See 
Mergers  and  Ac(|uisitions  on  page  20.  Net  interest  expense 


Not  Hotail  .'^al<**»  lliillioii>| 


to 


ami  A4*<|in^itioii^.  The  loiiipany  completed  the  SI. 5 
hillion  ac‘({iiisition  (SI.  I  billion  in  cash  and  S4(K)  million  in  a 
l(>-year  note)  of  the  Foley's  and  Filene's  department  store 
companies  effective  May  I,  F^88.  The  transaction  has  been 
accounted  for  as  a  [)iirchase  and,  accordingly,  the  results  of 
Foley's  and  Filene's  are  included  in  the  company's  consolidated 
results  beginning  May  I.  1988.  Subsequent  to  the  acquisition, 
the  company  issued  S(>(K)  million  of  notes  and  ilebentures 
with  maturities  ranging  from  .seven  to  80  years  at  rates  from 
to  10.75^.  Additionally,  the  company  privately  placed 
S2W  million  of  two-  to  five-year  notes  at  rates  of8.69f^  to9.59f^. 

Fhe  follow  ing  unaudited  pro  forma  amounts  inc  lude  the  results 
of  operations  of  fOley's  and  Filene's  as  if  the  acquisition  had 
taken  place  on  February  1,  1987: 


Iniillidfis.  jier  share) 

1<»88 

I0H7 

Net  retail  sales 

SI1.H27 

$11,121 

8eveiiue> 

12.(KSH 

11,707 

^e!  earnings  fnim  eoiitiiiuin^  nperatidiis 

401 

Net  eurnings 

.St.'S 

40.S 

Net  earnings  per  share  (n>ni  continuing  operations 

3.2*) 

2.02 

Net  eaniings  f>er  share 

3. SO 

2.0-t 

During  the  1988  second  quarter,  the  company  recorded  a 
pretax  charge  of  822  million  (814  million  after  tax)  for  costs 
relating  to  integrating  Foley's  and  Filene's.  See  Unusual  Items 
on  page  19. 

The  com[)any  merged  with  .Associated  Dry  floods  ( Al)(d  in 
1986  by  issuing  1.72  shares  of  the  company's  stock  (69.7 
million  shares)  for  each  share  of  AI)(/  common  stock.  The 
merger  was  accounted  for  as  a  p(M)ling-of-interests,  which 
re(|uire<l  re<  ()gnition  of  merger-related  c*osts  in  the  |)eriod  the 
merger  was  consummated.  During  the  198f)  third  (|uarter.  the 
company  recorded  a  pretax  charge  for  merger-related  costs  of 
8124  million  (877  million  after  tax).  Merger- related  costs  include 
investment  banking  fees,  legal  and  acc’ounting  fees,  severance 
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and  benefit-related  costs  and  oilier  <*osts  ot  consolidating 
operations.  .See  Unusual  Items  on  [lage  19. 

During  the  1987  third  (juarter.  the  company  recorde<l  a  pretax 
charge  of  88  million  (88  million  after  taxi  for  estimated  costs 
of  integrating  deparlment  store  localioiis  wlii(  h  were  ac(|uired 
from  other  retailers.  See  L  nusual  Items  on  page  19. 

roinbiiiatioii-  and  i  lo'-iiig?*.  During  the  1988  louiih  (juarter. 
the  company  initiated  [)lan>  to  consoliilale  ceilain  ilepartmeni 
store  divisions  and  (  lose  certain  low-|»nHluctivity  store  hM-alions. 
Plans  were  initiated  to  comliine  the  O'Neil's  division  in  Akron 
with  the  May  (Company  division  in  (.hneland  and  to  (  Iom* 
O'Neil's  store  in  downtown  Akron;  combine  the  (»oldwalers 
division  in  Scottsdale  primarily  with  the  Hobinson's  ilivision 
in  Los  Angeles;  and  convert  four  Hahne's  stores  to  Lord 
Taylor  stores.  The  remaining  Hahne's  stores  will  be  sold.  4  he 
cornpanv  recorded  a  pretax  charge  ol  888  million  (882  million 
alter  tax)  for  estimated  costs  ol  these  combinations  and  (  losings. 
During  the  1988  second  (juarter,  the  company  recorded  a 
fjretax  (  harge  ol  826  million  (816  million  alter  tax)  lor  costs 
of  closing  low-productivity  store  lo<’ations.  During  tlie  |98fl 
first  (juarter,  the  comjiany  recorded  a  pretax  charge  ol  88 
million  (88  million  after  lax)  lor  costs  ol  relocating  on(‘  ol 
its  data  proce.ssing  centers  and  other  store  (  losing  costs.  See 
Unusual  Items  on  page  19. 

In  the  1987  third  quarteT,  the  conifiany  recordc^l  a  jiretax  cliarge 
of  828  million  (818  million  aftertax)  for  estimated  costs  ol 
closing  low-|)roductivity  store  locations,  relocation  ol  one  of 
its  data  |)rocessing  centers,  and  one-time  costs  associated  w  illi 
changes  in  operations  of  selected  rm^n  handise  classilications. 
See  Unusual  Items  on  |)age  19. 

Th(*  cornpanv  record«Ml  a  jiretax  (diarge  ol  8Mt  million  (82t) 
million  after  tax)  in  the  198(»  louiih  (juarter  lor  estirnatecl  co^^t> 
of  <4osing  low-pnKluctivity  ston*  l<M  alions  and  s(‘l«*ctive  d(*pai1- 
ment  eliminations  at  various  (hqiartuKMit  store  divisions,  and  a 
jiretax  charg(‘  ol  822  million  (8 1 1  million  alter  tax)  lor  e>ti- 
mat(‘d  costs  of  combining  its  Denver  o|K‘rating  divisions.  In  the 
I98(>  lirst  (juarter,  the  cornjiany  recorded  a  jiretax  (  harge  ol  88 
million  (82  million  alter  tax)  lor  th(‘  eo^ts  iT (  losing  two 
Kaufmann's  (le|>arlmcnt  stort*>.  .S*c  I  nusual  lli  riis  on  page  19. 

>ale  of  Dejiartiiieiit  Mur«*  I During  the  |9}i8 
second  (juarter,  the  comjiany  conijileU^d  iht^  sah^  (»l  its  May 
Florida  division.  This  transaction  resulted  in  a  jirelax  gain, 
n(‘t  ol  transaction  costs,  ol  8 17  million  (829  million  alter  tax). 
See  Unusual  Items  on  jiage  19. 

During  the  1987  third  (juarter,  the  (diiijiany  conijdeteil  the  sale 
of  Koliinson's  of  Florida  and  the  sale  ol  a  relocaliMl  d(q>artment 
store  l(Kation  in  Pittsburgh,  l\i.  Fhese*  transactions,  net  ol 
transaction  costs,  resulted  in  a  jiretax  gain  ol  848  milliim  (827 
million  after  tax).  In  the  lirst  (juarter  ol  F>87.  iht'comjiany 
sold  the  Svcarnore  division.  rh(‘  net  iinjiact  ol  this  transaction 
was  not  signilii  anl.  .'^ee  Unu.'sual  Items  on  jiagc  19. 
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Ill  ihr  P>8()  fniiilh  (jiiarter,  the  eonipaiiy  sold  Horne's.  This 
IransiK  tion  resulted  in  a  pretax  gain,  net  of  transaction  costs, 
of  ST  I  million  (SU)  million  aftertax).  In  the  third  quarter  of 
the  com[)anv  sohl  a  freestanding  Kaufmann's  store, 
following  th(*  o|>ening  of  a  nearby  mall  store  in  Pittsburgh.  Pa., 
vvliich  resulte<l  in  a  pretax  gain  of  million  (SO  million  after 
tax).  In  the  1W.>  fourth  (juarter.  subsequent  to  the  o[>eningof 
IbM-ht's  new  Vletr(>  Center  store  in  Washington.  D.C..  the 
<  (nnpany  sold  its  fomuT  dcwvntown  location  under  an  installment 
contra<  t.  The  secoiul  installment  was  receive<l  in  the  198f> 
first  (juarter  resulting  in  a  pretax  gain  of  S5  million  (S2  million 
after  tax).  In  the  third  (]uai1er  of  1086.  the  company  sold  the 
remaining  notes,  resulting  in  a  pretax  gain  of  S32  million 
(S22  million  aftertax).  See  I  nusual  Items  on  [)age  lO. 

Ib*al  T-liile  li  ’aii'^aelioii^.  During  the  P)88  fourth  quailer.  the 
company  completed  the  sale  of  a  former  store  location  resulting 
in  a  [)n‘tax  gain  of  SIO  million  (S6  million  aftertax).  During  the 
thin!  quarter,  the  company  dissolved  a  real  estate  partner- 
shi[)  w  hich  was  formed  in  1980  to  manage  regional  shopping 
centers.  I'his  transaction  also  included  the  disposition  of 
the  company's  interest  in  certain  of  the  properties  resulting 
in  a  pretax  gain  of  SI  8  million  (SI  I  million  after  tax).  The 
unamortized  unrealized  ap[>reciation  relating  to  the  1980  part¬ 
nership  lormation.  previously  iiududed  in  other  liabilities,  is 
now  included  in  the  bo(»k  value  of  the  assets  to  which  it  relateil. 
A<lditionally.  the  com|)any  sold  two  parcels  of  excess  real  estate 
resulting  in  |>retax  gains  aggregating  SI 5  million  (S9  million 
after  tax).  During  the  1988  first  (juarter.  the  company  completed 
the  .^ale  of  thrt‘e  |>arcels  of  ex<*ess  real  estate  resulting  in  pretax 
gains  aggregating  S 10  million  (S6  million  after  tax).  See  rnusual 
Items  on  page  19. 

In  the  third  quarter  of  1986,  the  company  sold  a  j)ortion  of 
Parklabrea  (a  1 78-acre  commercial  and  residential  development 
which  includes  a  May  Company.  California,  department  store) 
for  S201  million;  SIS  million  in  cash  and  S186  million  in 
12-year  notes,  SI5  million  of  which  are  su|)ported  by  an 
inx'vocable  letter  of  credit.  This  transaction,  net  of  transaction 
costs,  resulted  in  a  prtMax  gain  of  SI  04  million  (S74  million 
afte*r  tax),  dlie  com|)any  is  also  entitled  to  limited  participation 
in  futurt‘  «*ash  flow  increases  and  apprec  iation  of  the  pnipertv 
as  long  as  the  notes  remain  outstanding.  In  the  fourth  (juarter 
of  1986.  the  company  .sold  SI  65  million  of  the  notes  received 
and  is  contingently  liable  for  S42  million  (which  may  be 
reduced  under  certain  circumstances)  of  the  purchaser's  del>t 
in  the  event  of  default.  See  I  nusual  Items  on  j)age  19. 

lii\<‘iitor\  Ad  jii^tiiiriil^.  During  the  third  quarter  of  1986. 
the  c(»m[)any  recorded  a  {>retax  charge  of  S50  million  (S25 
million  after  lax)  to  reflect  costs  of  correcting  invenlorv  excesses 
at  certain  divisions.  See  L  nusual  Items  on  page  19. 

Net  irriiieiit  and  IV^dil  Sharing.  The  company  had  .sev(Mi 
d(*fined  benefit  |)ension  plans  which,  except  for  Volume  SIkk* 


associates  and  certain  associates  of  Caldor.  covered  substan¬ 
tially  all  associates  who  work  1  .(MMt  hours  or  more  |)er  year  and 
have  attained  age  21.  In  conjunctifjn  w  ith  the  1989  combina- 
lion  of  certain  pension  |)lans.  the  conijiany  settled  its  obliga¬ 
tion  w  ith  the  retired  particijiants  of  certain  j)lan.s.  As  a  result 
of  the  setthnnent.  a  |)retax  gain  (»f  :?8  million  (S5  million  after 
tax)  was  recorded  in  the  1988  fourth  (juarter.  See  I  nusual 
Items  on  page  19.  I'he  plans  are  noncontributory  and  j>rovide 
benefits  based  u|)on  years  of  service  and  conqiensation  during 
emplovinenl.  Pension  exj>ense  is  determinetl  by  an  outside 
actuarial  firm,  using  assumj^tions  to  estimate  tlie  total  benefits 
ultimately  j»ayable  to  associates  and  then  allocating  this  cost  to 
service  periods.  Each  of  th<‘  actuarial  assumj)tions  used  to 
calculate  |)ension  costs  are  reviewed  annually,  fhe  follow  ing 
tables  summarize  tlie  funded  status  of  the  plans,  comj)onents 
of  jK-nsion  exjMmse.  actuarial  assumptions  and  key  definitions. 


Assets  Exceetl 

\i 

r*cunndate<l 

Ac 

cumulated 

Benefits 

Benefits 

f.xcee<l  ^s^ets 

1088 

1<)87 

1088 

1087 

Artiiarial  rre<4*iil  \alufof 

lieiielil  t  lliligations: 

\est4^(l  In/iiefit  iililigatioti 

$i:u 

S247 

S  12 

S  20 

Nonvestinl  faMiefil  ollli^ati<>r] 

10 

It 

.4 

.4 

ArciimulattMl  lieiu-til 

iihligalioii  1  \8<  >1 

I.V.f 

261 

17 

44 

E>liniule<l  of  futun* 

?^alar\  irirreasrs 

41 

.40 

1  1 

10 

olilipaliori  (1*80) 

104 

4(H) 

28 

U 

I'laFi  assets  at  fair  value 

(priniarilv  equitv  an<l  fixetl- 

iiUMirne  seeurilies) 

222 

.to^> 

.1 

24 

tMati  assets  in  e\ees>  of 

(less  thani  P8(  t 

28 

«) 

|2.4» 

|20) 

I’nrerojjnizerl  |as‘<et  I  olilipatiou 

2 

ID 

.4 

8 

1  iireeogtiizeil  (gain)  loss 

112) 

I7i 

2 

(1) 

1  nreeognized  prior  sen  ieeeost 

f> 

- 

.4 

4 

Prepaiil  l  Aremed)  pension  costs 

$  2t 

1 

Sll4| 

?tl0) 

Plan  assets  in  e\<-ess  of 
(less  tlianl  \B() 

S  60 

S  48 

S(I2) 

SlIOl 

N«*t  Earnings  IVr  Sliar**  from  (^oiiliniiiiig  t  ^p4‘raticin^ 


78  :•>  80  81  82  8.H  trt  H.S  8(>  87  88 


(lliitlinii*i) 

\'m 

l'>H7 

loai) 

( .oin|Ntnt‘iilN  ol  l‘i*iisioii  Kxpriisr: 

St-rx  u  v  <-oh| 

sm 

Sl<. 

.^17 

liiU'iosl  III)  Pit! ) 

2H 

2h 

27 

\rliial  nMiirii  on 
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Nrl  aniorli/alioii  ami  ilt‘l«‘rral 

It) 

ill)) 

<1 
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• 
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lOHO 

l')8« 

1087 

Actuarial  \>siini[)hons: 

Disconiil  rale 

H.Wr 

Kx|M*clrMl  reliini  on  plan  asscl< 

H.o 

8.5 

8.:i 

Salarv  increase 

(i.O 

(i.l) 

fi.n 

Ainorti/ation  |MTioil  lyiMr") 

12 

i:i 

1 1 

IViitiilioti  ol  k^•\ 

artiiarial  |»r«*>eni  oi  iIhiiIi  \t‘>te<ianil  noiiN«‘-te<h 

attriliutfMi  liy  llu*  pension  hr*iu’tit  tontuila  In  prior  a**Mirialo  '•♦•nii-o  haxMl  on 
curroiil  and  past  ionipoiisation  IonoU. 

I’lU)  is  iho  uotiiariul  prt*M*iil  of  lH-n«*lil>  allriluil»*d  1>\  lli«*  ponsion  IxMiolil 

fommla  prior  assooiali*  '•or\irf  taking  into  (‘onsidoration  liiliirr  Lilian  inrrea^os, 

IVrpaid  pension  ro.sls  represent  ainoiinl**  paiil  to  a  plan  in  exre^-i  oi  iitiKMint'* 
idiar^eil  to  earnings.  A<  eriied  pension  rosts  is  tlie  iiaianee  slieet  aernied  expense 
not  vet  paid  to  a  plan. 

Met  ainoilizatioii  and  <l«*lerral  repri*seiits  the  net  ellei  t  lUiring  the  periiMl  oi 
ilelaved  re<‘ognitioii  provision^  oi  SK\>  No.  H7. 

The  conipany  had  live  prolil  shariiig  and  savings  plans. 
Company  eonlrihulitms  to  the  plans  are  linked  to  earnings  as 
tielined  or  to  a  Hxetl  rnateh  rate  ol  associate  conti  ihiitions. 
de|M*nding  on  the  particular  plan.  Fhe  compaity's  expense 
related  to  profit  sliaring  and  savings  plan^  was  820  million  in 
each  of  the  last  three  years.  KHective  with  the  company 

amemled  its  profit  >haring  [)lan  to  cover  all  asso<  iates.  flu* 
am(*tide<l  plan  pntvides  for  company  contrihniions  at  a  variable 


Keliirii  on  F.ifuilv 
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match  rate  l)a>ed  upon  increa>e>  in  per  shan*  earnings,  as 
adjusted,  ol  the  company.  The  cornpanCs  total  (‘Xfierise  umlcr 
its  various  retirement  and  profit  sharing  plans  was  .’s2‘>.  12  and 

Slo  million  in  I<W7  ami  rt*s|HM  livel\. 

During  tlHM‘<»mpan\  distrihutt^d -SH  million  to  pailii  ipants 

ol  M  S(  )P.  an  assnriate  stock  ow  riershi[>  plan,  to  w  Inch  com¬ 
pany  contrihutions  were  mad«*  Irom  through  MWin.  Klimi- 
nation  ol  the  tax  <  redit  h\  the  Tax  Kelorm  Act  of  rt'sidleil 
in  the  elimination  of  company  contrihutions  alh^r 

Another  important  element  in  the  retirement  programs  for 
associates  is  the  federal  social  st-rurity  system  into  which  the 
company  paid  million  in  l‘>W^  as  its  matching  portion 
ol  the  S l.'k'S  million  contrihutt*<l  hv  associates. 

>iil>«*t'<|iieiit  Kveiil  On  Vlan  h  2.  the  cornpanv 

annoum  ed  that  its  f^rolit  .^haring  fMan  w  ill  he  amended  to 
include  an  emjiloyee  stock  ownership  plan  (KSOI*).  I  rider 
the  new  K.M)I\  it  is  anticipated  that  thi^  Profit  Sharing  Plan 
will  borrow  million,  guaranteed  hy  thecompanv,  and  will 
use  the  loan  prm  eeds  to  huy  .^4(K)  million  oi  a  new  class  of 
conveilihle  [)referre<)  stock  to  he  issiH*d  hy  the<-ompany.  I  he 
is  expected  to  he  implemented  in  April  PW>.  at  whi<  h 
time  the  terms  of  the  borrowing  an<l  guarantt‘e.  along  with  the 
terms  of  the  <*onvertihle  preferreil  stock,  will  he  finalize<l. 
However,  it  is  expe<  ted  that  such  borrowings  will  he  repaid 
over  a  perio<)  not  to  exceeil  I.i  years. 

On  March  2,  thecornfiany  also  announct‘d  that  it  com¬ 

menced  a  “I  )ut<*h  Auctiorrcash  self  ten<ler  oiler  lor  Mt.2.'>(».(KK) 
shares  of  its  common  stock  of  the  shares  then  outstand¬ 

ing)  at  prii  es  not  greater  than  per  share  nor  less  than 
.?.44  |>er  share,  as  specified  h\  tlie  temh^ing  shareowners. 

Taxe-  The  statutorv  im*ome  tax  rate  was  reduced  from  to 
.449f  effective  July  1.  hy  the  Tax  Kt'form  \<  t  ol 

(the  .Act),  resulting  in  a  slatutorv  rate  of  in  P>H7  and  XWt 
in  M>H8.  fhe  Act  afso  aflei  ted  the  company  s  provision  for 
income  taxes  and  cash  taxes  payable  as  follows: 

•  The  Act  changed  the  tax  rate  assoi  iated  with  long-term  cafiital 
gains  from  2W'/(  to  :VW( . 

•  The  Act  eliminated  the  investment  tax  c  redit  111(4  lor  projects 

placefi  in  service  after  44ie  «*ompany  uses  the  "dehu  reir* 

method  ol  ac<’ounting  (or  IK.,  whereby  IKl  is  deferred  and 
amortized  over  the  depreciable  life  of  the  propertv.  At  Januan 
2H.  ilefernMl  fft!  is.'^fO  million,  wliich  will  lie  amor¬ 

tized  to  earnings  in  future  pe*rio4ls. 

•  The  Act  eliminated  the  deferral  of  gross  profit  on  installment 
method  sales,  ami  “froze**  deh^rrals  at  January  .41.  P>H7.  levels 
and  retjuires  the  payment  of  the  taxes  over  a  four-year  period 
at  the  statiitorv  rate  then  in  efle<  t.  4'he  com|)any's  dt4ern‘d 
taxes  relating  to  deferreil  gross  pn»fit  on  installment  method 
sales  were  .Sl.4.>and  .S2(l2  million  at  JanuaiN  28.  P^8^>,  ami 
Januarv  .48.  1988.  respective!) .  Hie  de<  rease  results  Irom  a 
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S.">2  inilliiiii  <  ash  pa\meiil  aial  a  iiiillinii  ivdiiclion  <il 
the  l‘>HK(a\  |)rnvisinii  as  a  rrsull  ol  llu*  tax  rate  reduetinn. 

Tin*  rntiijKmN  elassilieil  St/)  and  Sl.io  niillion  at  Jaiuiar\  28. 
\^K\*K  and  .laniiar\  8t).  8)88.  resj)eeti\el\.  as  nonenrrent. 

•  Me^innin^  Janiian  81,  8>87.  the  Act  recjiiired  the  eoinpany 
to  c  apitalize  lor  tax  purposes  certain  haying,  distrihution  and 
adtninisiralive  costs  whic  h  the  company  expenses  for  linancial 
statement  pnrpoM‘s.  Taxes  due  as  a  result  of  the  initial  change 
arc*  l)<*ing  paid  over  a  lour-year  period. 

The  dilferencc's  l)etwet*n  tlic*  statutor\  federal  income*  tax  rate 
and  the*  eflec  tive  income  tax  rates  lor  the  last  three  years  were: 
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SlalntoiA  lrilr*riil  incMnnr  t*i\  r.itt* 

"'lair  anti  lnt  al  iiit  tutu*  la\fs. 

M.m 

.40.0Q 

Uuin 

lift  III  Iftleral  la\  l>*^ni*fil 

4.0 

t.i 

:vc) 

Ainurti/iitidii  ni  lax  rriMlii 

il.li 

«l.7i 

<2.(11 

I)f*lrmMl  jirntii  ralt*  (lillmMitial 

ll.Oi 

l.7i 

- 

(!a|Mlal  ^aiiH  l>rni‘fit 

- 

l.ti 

( )llii*i.  n»*l 

.a 

(.1) 

KUtM  li\»*  incoriir  lax  ralf 

4ll.2'^r 

42.a'7, 

rile*  provisiem  lor  income  laxe»s  and  related  [lercent  of  pretax 
e*arnin^s  lor  the*  hrst  three  years  were: 
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lojie, 

$ 
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7c 

Kt‘«l«*ral 

«2e).4 

.S24<> 

-^2ae^ 

"‘laU*  .Hill  liM-al 

.i7 

4.4 

51 

I'axfs  ciinviillN  pavaliU- 

420 

n.lKr 

202 

80.87^ 

887 

51.1*7. 
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(2a) 

10 

1.88) 

'*<lalt*  ami  liH'al 

|8| 

u 

(7) 

1  IflfiUMl  ta\«‘s 

(.ill 

1  t.Ol 

lo 

2.1 

1 15 1 

(O.H) 

liiM'sliiuMil  lax  4  r»*tlil 
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(I.4< 

(18) 

(1.7) 

<0i 

(1.5) 

lolal 

$27a 

.S20.8 

40.20r 

<288 

12.H7r 

The  provision  lor  deferred  inc-ome  taxes  cemsisted  of: 


to  reflect  the  adjustment.  Future  chaiifre'^  in  the  statutor) 
lax  rate  will  incre*ase/de*crease  eaniings  and  share*owners'  equity 
and  dec  rease/increase  deferred  taxes  to  the  extent  the*y  are 
less  than/great(*r  than  the  statuton  ratc*s  they  replace.  The 
company  currently  intends  to  adopt  SF\S  No.  when  re(|uired 
in  10^)0.  If  the  company  had  adopted  SI-  AS  No.  %in  8)}t8.  with¬ 
out  n*troactive  restatement,  deferred  and  prepaid  taxes  would 
have  dec -reused  and  net  c^aniings  and  shareowner^'  ecpiity  would 
have  increased  hy  approximately  .S7.5  million. 

Faxes  other  than  income  taxes  consi.steci  of: 


(tniilioiiNl 

loaa 

1087 

loac) 

8a>r..ll 

SIW3 

SI  40 

.S 1 55 

Heal  e-ilale  ami  jiersanal  pn»perl\ 

78 

e>0 

Tolal 

.^241 

S218 

S224 

Vc-c  oiml'^  Hcc«‘i\alil«‘  During  1088.  department  store*  credit 
sale's  (under  depai1mc*nt  store  cre*dit  programs)  were  S-h8  hillion 
or  02..89r  of  1088  elepaiiment  store  sales  c*omparc*d  with  ()8. 
in  I087  and  (vZ.O^f  in  108().  An  estimated  82  million  customers 
hold  credit  cards  under  the  c-onifiany's  various  cre*clit  programs. 

In  addition.  Sl.(>  hillion  in  sah*s.  including  sales  hy  discount 
stores  and  Volume  Shoe,  were  made  through  third  [larty  credit 
cards  in  1088.  .'$!  I.5  million  of  which  wc're  \enlure  sales  through 
one  of  the  department  store  credit  carels. 


(niillinn.sl 

Jaiiiiar>  28.  1<)80 

Jaiiuan  80.  1088 

(!ii>li>imT  re(  ei\ai»ie> 

S2. 100 

SI.. 502 

( )tlier  ret-eis  alile*i 
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( rfnss  rei  fiN  al»le> 

2.222 

1.717 

Mlooanee  liir  (l(ml>ltul  aretMiiils 

(()2< 

(471 

Nel  r4H‘ei\ai)le«^ 

.S2. 1(»0 

SI. 070 

Had  debt  expen.se.  including  actual  net  losses  and  adjustments 
to  the  reserves,  was  .S87.  .S87  and  S  U)  million  in  I08^^.  8)87 
and  8)80.  respec  tively. 
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i2eii 

.82 
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(17) 

rit'lerreil  l•4^lnp4*nsalilln 

1  t 

(0) 
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OiIkt.  nel 

\ 

2 
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lolal 
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•Sle. 

Sl45i 

Ni't  B4M»k  N  aliK' 

IVepaid  income*  taxes  are  cla 
rhe*se*  amounts  were*  .'$87  and 

ssiheci  as  other  c  urre*nt  assets. 

.$21  million  in  8^88  and  iW7. 

S22.00 

20.(K) 

respc'c  tively.  and  consisted  primarily  of  ch*ferred  tax  henefits 
relatc*cl  to  the*  unusual  items  summarized  on  page*  8).  insurance 
and  state  income  taxc's,  and  are  !u*t  of  the  current  portion  of 
clelc*rn*cl  taxc*s  relating  to  clc*ferrecl  gross  profit  on  installment 
method  sales. 

SKAS  No.  0().  "  Accounting  for  Income  Taxes,"*  issued  in 
|)c*c-c*mher  IOH7,  recpiires  the  aeljustment  of  [ireviou.slv  dc*- 
ferrc*d  taxes  lor  c  hange's  in  lax  rates  (the  liahility  me*thod|. 
rile*  adjuslme*nt  may  he  reported  in  income*  in  the  year  of 
adojition  or  jirior  period  linancial  statements  may  he  rc*statc*cl 
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^  Mlirr 


(millions) 

Jannan  28. 

January  itU.  I'>8H 

liwostnirnl  in  Ma\  (!onU*rs  lulos 

S  K.1 

$  - 

Nolo  re<-oi\al»U*  Tnim  \la\  tionlors.  Inr. 

71 

- 

Niilos  rtM*oi\ aliU* 

v: 

to 

OlluM 

AH 

to 

Total 

$242 

$«<i 

Mil)  On  August  IT.  1M88,  ihe  company 

entered  into  an  agreement  with  PruSimon  Associate^ 
(“PniSimoiT'),  an  affiliate  of  Melvin  Simon  &  Associates  anti 
Tlie  Prudential  Life  Insurance  (Company,  to  form  a  partnership 
for  tht‘  (»|)eration  of  May  Outers,  Inc.  The  company  contril)utt‘d 
the  capital  stock  of  May  Outers,  Inc.,  and  PruSimon  contri- 
luitetl  aj)proximately  S.'S.AO  million  in  cash  to  the  new  partnei*ship. 
riie  ('onipany  and  PruSimon  are  5()/.5()  general  partners  in  the 
partnership  operating  under  the  name  May  Centers  Associates, 
rhe  investment  in  the  [partnership  and  its  results  of  operations 
are  recordetl  using  the  etjuity  method  of  ac<*ounting.  The 
partnership  investment  is  included  in  other  assets  in  the  con¬ 
solidated  halam  e  sheet  at  a  value  e<|ual  to  the  comfpany's 
historical  carry  ing  value  of  its  investment  in  May  Centers, 

Inc.  The  company's  underlying  eijuity  interest  in  the  partner¬ 
ship's  net  assets  ap[)roximates  S55()  million.  The  differem  e 
between  the  company's  carry  ing  value  and  the  underlying 
eijuity  interest  in  the  partnershij)  is  being  arnortizeil  over  a 
period  ap|)roximating  the  dejprei  iable  lives  of  the  assets  of 
May  Centers,  Inc. 


Vi'criHMl  K\|M‘ii>e?^. 


(millions) 

January  28.  1080 

January  .10.  1088 

Salarifs.  wapos  ami  finplovet*  Iwiirtits 

$I.V) 

$1.10 

Rt*.sr*r\t*s  for  iiiiiisual  items  (see  page  10) 

111 

ri8 

Insuram-e  n»sls 

1.17 

101 

Sales  ami  use  taxes 

8.1 

.12 

Interest  expense 

.10 

21 

Taxes,  other  than  ineome  taxes 

tt 

10 

Constnn  tion  costs 

20 

20 

Kent 

21 

18 

Xilverti^'ing 

12 

11 

( tther 

72 

.12 

Total 

$7t7 

$.111 

Sliorl-leriii  D#*bl  and  l.iiiesot'l 

redil.  Short-tenn  iKurowings 

for  the  last  three  years  were: 


(millioiisi 

1088 

1087 

108^1 

\\erage  halance  outstamhng 

$  .1.17 

$  8 

$211 

Average  interest  rate 

7.7^/r 

().89^ 

7.K< 

Maximum  halance  outstamling 

.Sl.tio 

$102 

$110 

At  Januarv  28.  IW>,  S3()  million  of  notes  payable  were  out¬ 
standing  at  an  average  rate  of  1  he  average  amount  of 

short-t<*rm  borrow ings  out>taiuhng.  primarily  <  (nnmcn  ial 
paper,  and  the  re>pective  weiglitcd  average  interest  rates  are 
based  on  tlie  number  of  days  sm  h  short-lcrm  borrow  ing>  wen- 
outstanding  during  the  year.  In  the  fourth  ijuartcr  of  l*>8f».  the 
companv  temiinated  swa[)  aiTangcments.  which  liad  established 
fixed  interest  rates  on  .^I2a  million,  at  a  pretax  cost  of  Sd 
million  (S4  million  aftertax).  See  I  nusual  llt-ms  on  page 

The  company  has  multi-year  credit  agreements  amounting  to 
million.  Asofjanuan  28.  P)8‘>.  there  were  no  amounts 
outstanding  umler  these  agreements.  In  additiem.  bank  lim-s 
of  credit  available  totaleil  j>  \i)  millicm  at  Januarv  28.  I‘>8<>. 
for  which  the  com|)any  pays  commitnamt  f«*es.  1  hesc  credit 
facilities  are  available  to  sup|M)i1  (  ornmen  ial  pa|>cr  InuTowings. 

I.oiig-tcnii  l^cbl  L(mg-term  debt  and  capital  lease  obliga¬ 
tions  at  the  emi  of  each  vear  were: 


tmilli<»n^)  Januarv 

28.  I0)i<l 

Januarv  10.  I0J18 

t.809r  to  1  t..lor^i^  ufisecured  miles.  **enal 
zero  ciMipon  notes  and  '-inlcing  tuml 

dehenture*.  due  1080-20(8 

.<2.1 18 

$  02fi 

.1.2.1^  to0.889r  mortgage  note<  ami  hoiuls 

due  |080-2tM>*J 

21  t 

Total  dehl 

2.ttt 

l.l  to 

Capital  lease  ohligation** 

l(K.l 

01 

2.<»07 

1.21 1 

l>*sj.  <-urrent  maturities 

12 1 

t2 

Total 

$2.  tai 

$1,102 

Subsefjuent  to  the  aetjuisition  of  foley's  and  f  ilene  s,  tin* 
companv  issued  .i?2.A()  rnilliim  debentures,  .^2(Ht  million 

^)VH7f  debentures  and  million  ilebentures  in  June 

I988.  Additionallv.  the  company  issued  a  S  PH)  million 
lO-vear  note  and  j»rivately  placed  .'s2^X>  million  of  two-  tc»  five- 
vear  notes  at  rates  of  8. 6^  to*^..>9{'.  In  .S<*ptember  PWf,  the 
company  issued  ^ 1 7.5  million  IOVh^c  debentures. 

In  <-onnection  with  the  May  (Centers  Assoi  iates  transaction, 
the  companv  prejiaiil  certain  long-term  debt  of  May  (.enters, 
Im*. ,  incurring  a  |»retax  charge  of  .^4  million  |.^2  million  alter 
tax).  See  Cnusual  Items  on  page  VK  Capital  lease  obligations 
increased  $7  t  million  as  a  result  of  leasing  de|)ai1ment  store 
locations  from  May  Outers,  Inc.  Hie  leasiMl  proj)erties  securc 
a  \2^/f  S74  million  note  due  202.4  from  May  (.ent<*rs,  ln<-. 

Tlie  companv  issued  MK)  million  debentures  in  June 

1087.  During  I0f{(>.  thec-ompany  retired  its  SKHt  million  1 1 /hO^ 
sinking  fund  ilebentures.  The  cost  of  tliis  f-arly  retirement 
reduced  1080  fouilh  (juarter  pretax  earnings  by  S 14  million 
{S7  million  after  tax).  See  I  nusual  Items  on  page  10. 

rile  annual  maturities  of  long-term  debt,  im  iuding  sinking 
fund  recjuiremenls.  are.'?l2L  S*X).  .^1  1.").  I.AuikI  SO.4  millitai  for 
1080  through  MX>.4.  rt*spectiv*dy. 
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I  lie  net  Imok  value"  i»(  property  and  ec|ui|niient  eneutnl)ered 
under  long-terni  debt  agreements  was  S105  million  at  Januarv 
28.  IW).  I  nder  the  most  restrictive  eovenants  of  the  eompanv  s 
creulit  a^re"eme*nts,  SL8  hi  11  ion  of  retained  earnings  was 
available  for  the  payment  of  di\  idends  at  JanuaiT  28.  1989. 

1 .4‘a>e  i  'Fhe  I'ompany  owns  over  659f  of  its  depart- 

m<*nl  stores  and  about  259f  of  its  discount  stores  and  le^ase^s 
most  of  its  Volume  Shoe  stores.  Approximatelv  7()9f  of  real 
)>ro[)erly  rent  exjiense  was  attributable  to  discount  and  Volume 
Shoe  stores  in  1988. 

Rental  expense  for  the  (‘ompanv's  operating  leases  consistec^l  of: 


liiiillioiis) 

\<m 

1087 

1086 

Miiiinimn  rrrilals 

Slf>3 

SI  47 

SI  23 

( rt*nlals  based 
oji  deliiieil  >ales  vuliime 

20 

21 

20 

Heal  properlv  nailals 

18.3 

l(>8 

1  t.3 

K<|iiipiiu*nt  rentals 

27 

30 

33 

b.lal 

5=212 

SI  08 

SI  76 

Future  minimum  lease  payments  at  January  28,  1989.  were: 

(^ayiital 

(Jperatiufi 

(millions) 

1  .eases 

Leases 

dotal 

1080 

.S  27 

S  160 

$  187 

I'MM) 

2.3 

1.30 

17.3 

M)<n 

24 

1  11 

165 

1002 

24 

1.38 

162 

10<>3 

2.3 

132 

1.35 

Alter 

\xm 

1.480 

Minimum  lease  payments 

.313 

SI. 820 

.S2,3.33 

Less  — e\ei-utor\  <‘()sts  ineliided  in 

minimum  lease  pavmetils 

(4i 

—  impuled  interest  eomponent 

i346i 

Lresent  value  ol  net  minimum  lease 

pavmeiits  ot  wliieli  .S.A  million  is 
included  in  current  liabilities 

SI  63 

S  020 

Investment  in  property  under  capital  leases 

was: 

(millioiisl 

January  28.  1080  januan 

30.  mn 

<  !ost 

.S2.30 

S222 

Aci'umulated  amortization 

(67) 

(74) 

Ibtal 

.SI  83 

.SI48 

<  Mlicr  1  .ialiilitio. 

(millions) 

jatuiary  28.  1980  January 

30,  1088 

Deferred  compensation 

S 

12.5 

SI  74 

Redeemal)le  preferred  slock 

.3 

3 

Other  liabilities 

0 

74 

Total 

SI. 37 

S251 

The  company  has  a  deferred  compensation  plan  under  which 
eligible  executives  may  elec’t  to  defer  a  portion  of  their  com¬ 
pensation  each  year  into  cash  and/or  stock  unit  alternatives. 
The  coiiifiany  maintains  shares  in  treasuiw  necessary  to  distrib¬ 
ute  stock  units  credited  under  the  plans,  and  makes  payments 
in  shares  to  settle  obligations  with  most  participants  w  ho 


defer  in  stock  units.  Stock  unit  values  are  guaranteed  under 
a  prior  deferred  compensation  plan.  In  the  third  quarter  of 
1987,  the  company's  stock  price  declined  below  guaranteed 
|3rices.  As  a  result,  the  company  recorded  a  pretax  charge  of 
S8  million  (S4  million  aftertax).  See  L  nusual  Items  on  page  19. 

During  the  1987  fourth  quarter,  the  company  redeemed  at  their 
S20  per  share  stated  value  the  five  million  shares  outstanding 
of  Series  X  Cumulative  Preference  Shares  (of  the  23  million 
authorized  preference  shares). 

There  are  134.474  authorized  shares  ol  other  redeemable  pre¬ 
ferred  stock,  of  yvhich  41.321  and  41,731  shares  were  outstand¬ 
ing  at  January'  28,  1989.  and  January^  30.  1988.  respectively. 

Sharf*  R«q>iin4ias«v  During  the  1988  third  quarter,  the  company 
completed  the  purchase  of  15.3  million  shares  of  its  common 
stock  at  a  price  of  S38  per  share  in  accordance  with  its  "’Dutch 
Auction*'  self  tender  offer.  Subsequent  to  the  purchase,  the 
company  sold  14.5  million  shares  to  Mav  Centers  Associates 
for  S38  per  share.  The  shares  owned  by  Vlav  Centers  Associates 
are  identical  with  other  common  stock,  including  the  right  to 
receive  dividends,  except  that  the  shares  are  nonvoting  and 
are  not  considered  outstanding  for  voting  purposes.  The  out¬ 
standing  shares  used  in  computing  the  company's  earnings 
per  share  and  shareowners'  equity  per  share  are  reduced  bv 
one-half  of  the  shares  owned  by  May  Centers  Associates  as  a 
result  of  the  company's  309f  pailnership  interest. 

Coiiiiiioii  .'^lork  f  idciid^  aihl  Market  Price**  I  he  com¬ 
pany  raised  its  annual  dividend  rate,  effective  with  the  June 
15.  1989.  payment,  to  SI. 42  per  share  or  33^/^^  quarterlv,  an  1 1% 
increase.  This  is  the  14th  consecutive  annual  increase  and  is 
the  1.5th  increase  in  14  years.  The  company  has  paid  consecu¬ 
tive  quarterly  dividends  since  December  I,  1911. 


Divideiiil?*  Paid  F«*r  Coiiiiiioii  Sliarc  {Year-Knd  Kalel 
SI.  41) 


78  70  80  8 1  82  8.3  84  8.3  8^)  87  88 


Tlir  c|uaii«‘rl\  })ri<  r  iaii^<‘s  (»i  the  cnninion  stock  ami  ilivitlemis 
|)crshan‘in  H>^U^ainl  wcrt‘: 
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Tlu*  approxitnale  luiinluT  of  common  shareowners  as  of 
March  I.  h>8<).  was  lo.o(H). 

ShM-k  i  ^plioii  aihl  Slock  l{claltMi  IMaii-  I  ruler  the  company's 
common  shu  k  option  plans,  options  are  granted  at  the  market 
|)rice  on  the  date  ol  grant.  Options  tt»  purchase  may  extend 
lor  a  period  of  live  or  10  years,  may  he  exercised  in  install¬ 
ments  only  alter  stated  intei*\als  oi  time,  and  are  conditioned 
upon  continued  active  employment  with  the  company  exct*|>t  lor 
[)eriods  following  relircmienl.  disahility  or  death.  Since  tire 
oplirm  price  is  lixed  at  the  market  pric  e  on  the  date  ot  grant, 
no  expense  is  cliargeil  against  earnings  1)%  tire  company.  The 
charrgt‘s  in  shares  suhjtM  t  t(»  outstaruling  options  were: 
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The  (ornpany  also  has  a  plan  under  which  slock  appreciation 
lights  can  he  granted  in  connection  with  common  stock  options. 
As  ol  januarv  28.  1W>.  ther'c  were  8^>1.^>21  options  subject  to 
stock  a[)preciation  rights. 

Under  the  8)7^^  Restricted  Stock  Plan,  the  company  is  autlior- 
izeil  to  grant  1.8  million  shares  to  management  associates.  No 
rnonetaiT  consideration  is  paid  hy  assor  iates  rer  eiving  re¬ 
stricted  stock.  Keslridions  lajise  over  (uniods  up  to  It)  yc*ai’s 
as  dc*tt*i'mined  at  grant  date.  During  P>88  and  1987.  .>1. 100 
and  100.250  shares  of  restr  icted  st«)ck  were  granted,  res|>ec  tiv  ely. 

Sliarc'ov^iier  RiuliN  Plan  Hie  company  has  a  .shareowner 
Rights  Plan,  under  wliich  a  right  is  attar-herl  to  each  share 
of  its  common  stock.  The  rights  may  only  hc'corne  exeicisahle 
under  c<‘rtain  circumstances  involving  actual  or  [lolmitial 
accjuisitions  of  the  cornfrany's  common  >to<  k  hy  a  jierson  or 
affiliateil  persons.  Deperuling  upon  the  cin  urn^tances.  il  the 
rights  hecorne  exercisahle.  the  holder  may  he  entitled  to  |)ur- 
chase  units  of  the  comjrany's  preference  stock,  shares  of 
company's  common  slock,  or  shares  of  <*ormnon  slock  oi  tlu‘ 
acquiring  per*son.  The  rights  remain  in  existence  until  March  5, 
Vy^X),  unless  they  are  earlier  tenninated.  exerr  ised  or  redeerneil. 

Discontinued  i  Iperatioii  During  the  19Wi  third  (juartei*.  the 
company  cornph‘ted  the  sale  of  its  Loehrnarm's  sjrecialty  store 
division.  The  sale  resulted  in  a  pretax  gain  ol  million. 

S29  million  after  tax  (2()c  pt*r  share).  Revenues  were  SI  79. 
S349andS551  million  in  1988.  1987  and  1989.  respectively. 
Pretax  earnings  were  S  I.  .S8  and  S7  rnillirm  in  1988.  1987  and 
1986.  respectively. 

yiiarlerlv  Rc«*ull^  ( nnairdiled  1.  (^uarteriy  results  are  deter¬ 
mined  in  arcorrlance  with  the  same  a(‘counting  |)olicies  used  lor 
annual  information,  including  certain  items  hast^l  ujiori  esti¬ 
mates  for  the  entire  year*. 

There  is  uncertaintv  in  the  fa<*tor!>  used  to  estimate  the  annual 
LIKO  provision  on  an  interim  basis.  1'he  company  recorded 
fourth  (jiiarter  creilits  of  88  millicm  (4c  jier  share)  in  1988  and  88 
million  (2c  j>er  share)  in  I98().  No  L4K()  r  harge  or  cr*edil  was 
recorxied  in  the  1987  fourth  (juarter*.  The  following  unamlited 
,sup|»lernentar*\  information  indicates  the  pro  forma  impact  ol 
LIFO  had  the  linal  factors  been  known  during  the  year*. 
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Nolr*.  lo  liii>iiir^s  S||iiiiiiar>  \el  retail  sales 

exeliale  sales  ol  sold  ami  disecmtimied  divisions  and  non- 
replaeed  clnseil  stores  in  all  periods.  Kevenues  inelude  net 
retail  sales  ol  all  stores  operating  < luring  the  period. 
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( )p<‘i'iitin^  ♦‘arnings  represent  LIFO  earnings  before  federal  and 
state  income  taxes,  net  interest  expense  and  coqiorate  expense, 
and  <‘xclude  unusual  items  summari/ed  on  page  10.  (goodwill, 
the  lair  market  value  adjustment  of  propeiiN.  ec|ui|»ment  and 
leasi‘s,  and  the  related  amortization  and  depreciation  of  items 
related  to  the  [>urchase  of  the  Foley's  and  Filene's  department 
stiire  divisions  in  lOtiHamI  the  (^aldor  discount  division  have 
heen  included  in  corporate.  Had  these  amounts  and  the  unu¬ 
sual  items  heen  included  in  the  operating  segments,  amounts 
uimld  he: 
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Keal  estate  amounts  relied  l^irklahrea  on  a  consolidated  basis 
as  of  the  heginning  of  1085  as  a  result  of  the  <  ompany*s  pur¬ 
chase  of  Metropolitan  Life  Insurance  Company's  50^  interest 
in  Parklal)rea.  ( )jierating  earnings  do  not  reflect  interest  expense 
on  debt  related  tf)  Parklahrea  or  the  preferred  div  idend  require¬ 
ments  associated  with  the  shares  issued  u[)on  t)urchase.  Capital 
exjienditures  lor  1085  exclude  SI 42  million  related  to  the  pur¬ 
chase  of  l^arklahrea. 

Net  assets  represent  total  assets,  plus  the  presetit  value  of 
o|)erating  leases,  minus  current  liabilities,  excluding  notes  pay¬ 
able  and  the  current  portion  of  long-term  debt  and  capitalized 
lease  obligations. 

Return  on  beginning  net  assets  represents  o[)erating  earnings 
from  continuing  operations,  plus  the  interest  component  of 
operating  leases,  divided  In  net  assets  at  the  beginning  of 
the  year.  The  1088  amounts  for  de|>artment  stores  and  total 
are  based  upon  beginning  net  assets  adjusted  for  the  acquisi¬ 
tion  of  Foley's  and  Filene's. 

(Capital  expenditures  for  1088exc*lude  S521  million  related  to 
the  ac(juisition  of  Foley's  and  Filene's. 


Corporate  assets  consist  |»rincij)ally  of  cash,  cash  etfuivalents, 
goixlwill  and  the  investment  in  May  Centers  Associates. 
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Tlu‘  Vlav  UrpartmeiU  Sliirt*^  Conipaiiv  and  Snh^^iiiia 


(millions) 

1988 

1987 

1986 

1985 

1984 

1988 

NtM  Kt'tail  Sales 

Department  stores 

S  7,587 

S5.985 

S5,498 

.S5,108 

S4,748 

84.448 

(^aldor 

1,574 

1  ,.502 

1,.848 

1.282 

1,182 

1,062 

Venture 

1.282 

1,188 

1.102 

965 

818 

717 

Discount  stores 

2.856 

2.690 

2,4.50 

2.247 

2,080 

1,779 

Volume  Shoe 

1,182 

1 .0()5 

984 

697 

543 

425 

Total 

SI  1,525 

.S9,690 

S8.882 

.S8,047 

87.316 

86.652 

Operatiii{i£  Earnings  from 

Continuing  Operations 

Department  stores 

$  802 

$  61)9 

S  549 

S  518 

S  529 

.8  488 

Cahlor 

50 

56 

70 

85 

69 

78 

Venture 

81 

70 

80 

58 

50 

44 

Discount  stores 

181 

126 

1.50 

148 

119 

122 

Volume  Shoe 

138 

1.82 

188 

97 

■j’”' 

59 

Total 

1,071 

867 

887 

758 

725 

669 

Closed  and  sold  divisions 

8 

18 

51 

52 

51 

46 

Heal  estate 

80 

88 

29 

29 

19 

17 

('orporate  expense 

(89) 

(77) 

(91) 

(81) 

(74) 

(72) 

Interest  expense,  net 

(229) 

(110) 

(123) 

(119) 

(111) 

( 1 04 ) 

Cnusual  items 

(5) 

4 

(42) 

■ 

Earninps  from  continuing 

operations  before  income  taxes 

S  781 

.$  735 

.S  (y6\ 

S  689 

S  610 

8  556 

Operating  Earnings  from  Contimiing 

Operations  as  %  of  Net  Retail  Sales 

Depailment  stores 

\{l6^c 

U).:Wc 

10.09f 

\0.29c 

\\.\% 

1 1 .07c 

(^aldor 

8.1 

3.7 

5.2 

6.6 

5.9 

7.4 

Venture 

6.4 

.5.9 

7.3 

6.0 

5.9 

6.1 

Discount  stores 

4.6 

4.7 

6.1 

6.3 

5.9 

6.9 

Volume  Shoe 

12.2 

12.4 

14.8 

14.0 

14.3 

13.8 

fotal  Assets 

Department  stores 

S  5.807 

S4,01  1 

.S8.904 

.S3.f>6.5 

83.826 

83,015 

(^aldor 

5.56 

586 

588 

.5.52 

.5.80 

477 

V^mture 

569 

.580 

1-92 

146 

400 

31 1 

Discount  stort‘s 

1,125 

1 ,066 

1,025 

998 

9.80 

818 

Volume  Shoe 

400 

388 

881 

279 

246 

188 

Corporate,  real  estate  and  other 

1,812 

721 

1 .040 

791 

.581 

794 

Ibtal 

S  8. 1  H 

S6,181 

.S6.8(X) 

85. 7.88 

85,08.8 

84.810 

See  Notes  III  Hiisiiiess  Segnienl  Suniman  on  page  27. 

Net  retail  sales  ior  l'>H4  are  shown  al>ove  on  a  52-week  liasis  lor  eomparahility. 
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The  Ma>  Depaiimeiit  Slnre^  ( .oni|»an>  and  >iil)si<liaries 


(itiilliotis) 

vm 

1987 

1980 

1985 

1984 

1983 

INel  Asst^ls 

Depart nienl  stores 

S4,348 

S3.414 

S3,230 

S3.020 

.S2.765 

S2,484 

("alilor 

547 

528 

503 

515 

460 

382 

\enlure 

435 

H8 

401 

371 

.321 

271 

Diseoiint  stores 

t>82 

946 

904 

880 

781 

053 

Voliitiie  Shoe 

664 

614 

529 

430 

3.52 

200 

(loqtorate,  real  estate  an<l  other 

1.150 

507 

905 

733 

518 

765 

Total 

ST.  150 

S5.54I 

S5,574 

.S5.(K)9 

.S4.410 

S4J68 

Ketiirii  oil  Be^iiiiiiii^  Net  Assets 
Department  stores 

\9.9  9c 

2().07f 

2().57f 

21..39r 

24.K/r 

22.27^ 

(lahlor 

1  L4 

15.9 

18.8 

23.8 

23.9 

29.3 

\enture 

21,1 

19.1 

23.5 

20.1 

19.4 

19.0 

Discount  stores 

17.3 

17.4 

20.8 

22.3 

22.0 

24.9 

Volume  Shoe 

29.3 

31.1 

.38.0 

33.1 

33. 1 

20.6 

lotal 

17.K/r 

17.17r 

17.49'f 

19.09f 

18.87^ 

I8..57f 

Clapitul  Expenditures 

Depart ment  stores 

S  275 

S  314 

S  338 

341 

S  190 

S  142 

(lahlor 

42 

33 

31 

19 

26 

49 

Venture 

44 

44 

37 

50 

40 

.14 

Discount  stores 

86 

1  1 

68 

69 

66 

83 

Volume  Shoe 

45 

71 

61 

42 

.54 

35 

(!(»r|)orate,  real  estate  and  other 

17 

39 

36 

17 

22 

21 

lotal 

S  423 

S  501 

S  .503 

S  409 

S  332 

S  281 

Depreciation  and  Ainortization 

Dc‘partment  stores 

S  187 

S  148 

147 

.S  131 

S  121 

S  119 

(^aldor 

33 

,30 

25 

21 

18 

15 

Venlun* 

26 

24 

23 

21 

18 

15 

Discount  stores 

59 

54 

48 

42 

30 

.30 

Volume  Shoe 

32 

27 

21 

17 

12 

9 

(a)r])orate,  real  estate  and  other 

52 

41 

47 

38 

32 

28 

Total 

S  330 

S  270 

S  263 

S  228 

.S  201 

$  186 

LIFO  Provision  (dredit) 

Department  stores 

S  (3) 

$  8 

S  4 

.S  2 

S  (5) 

S  7 

daldor 

9 

0 

- 

- 

- 

- 

Venture 

3 

8 

(2) 

- 

(5) 

(2) 

Total 

S  9 

S  22 

S  2 

S  2 

S  (10) 

S  5 

See  Notes  to  Business  Sepinenl  Sunitnarv  on  page  27. 
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The  \la\  I  )fpartim*nl  Shire>  (  Ainipanv  ami  Siih-iidiaries 


(niillitnis,  t^xcept  per  share) 

1988 

1987 

1986 

INet  Uetuil  Sales 

.S 1  1 ,52.5 

S  9.690 

.S8.882 

( Operations 

K<*veiuies 

SI  1.742 

.SI  0.199 

S9.977 

Cost  of  merchandise  sold,  ineliidin^  occupancy  and  Iniyin^  costs 

8.453 

7.  f02 

7.224 

Selling,  general  and  administrative  and  oilier  expenses 

2.279 

1 .9.52 

1 .969 

Interest  expense,  net 

229 

1  10 

123 

Karnings  from  continuing  operations  lielore  income  taxes 

781 

73.5 

661 

Income  taxes 

278 

29.5 

283 

Net  earnings  from  continuing  operations 

503 

440 

378 

Net  earnings 

.534 

141 

381 

Divitlends  on  common  slock 

184 

1  70 

131 

(Capital  expeiulitures 

423 

501 

503 

l)e[neciation  and  amortization 

330 

270 

263 

Cash  How  from  operations* 

883 

7.55 

698 

IVr  Share 

Net  eaniings  from  <‘ontinuing  operations 

S  3.42 

.S  2.88 

.S  2.42 

Net  earnings 

3.63 

2.90 

2.44 

Dividends  jiaiil 

1.25 

1.12 

1.02 

Kffeclive  annual  div  idend  rate  at  year-end 

1.28 

1.14 

1.04 

Shareowners'  equity 

21.50 

18.26 

17.01 

Market  [irice  —  high 

40.00 

.50.88 

44.13 

—  hiw 

28.75 

22.25 

31.88 

Fiiianeial  Position 

Customer  accounts  receivable 

$  2,100 

$  1,592 

SI, 51 7 

M  en  ■  hand  i  se  in  vent  ori  es 

1.788 

1.481 

1 ,432 

Working  capital 

2.094 

1,821 

1,921 

ProptM'ty  and  equipment,  net 

3.1(Ki 

2.6.32 

2.. 502 

Long-term  debt,  capital  lease  obligations  and 

redeemable  preferred  slock 

2.486 

1.195 

1.239 

Shareowners'  e(|uity 

3.0.50 

2,723 

2,595 

Total  assets 

8,144 

6.181 

6,3tK) 

Statistics 

Percent  ol  revenues: 

Net  earnings  from  c‘ont inning  operations 

4.3% 

4.3% 

3.8% 

(iash  How  from  operaticms* 

7.5 

7.4 

7.0 

Return  on  shart'owners'  beginning  equity 

18.5 

16.8 

15.4 

Stores  Open  at  Year-End 

l)e[)artment  stores 

297 

2.58 

286 

Cal  dor 

119 

116 

115 

Venture 

73 

70 

65 

Volume  Shoe 

2.602 

2.436 

2.210 

Average  Shares  Outstanding 

147.0 

151.9 

1.54.8 

*Cash  How  irotn  operations  represents  net  earnings  from  rnntinuing  <)[)erations  plus  noncash  expenses. 
All  vears  iiudiuied  .S2  weeks.  ex<  ept  1984  and  19<8  whieii  included  5.3  weeks. 


M) 


m\  1983  1982  1981 

^  ^  ^  ^  S  < ,  I  ( 18  ^6 , 652  S 5 , 83 7  §5.1 99 


1980  1979  1978 

18I  §5,882  §3,525 


§9. 1 98 

§8.509 

9.929 

6, 1  I  7 

1.781 

1.971 

1  19 

I  1  1 

93<; 

910 

29(, 

281 

313 

329 

3i7 

327 

121 

109 

U)9 

332 

228 

201 

()25 

591 

*7.695 

§6.770 

5.191 

1.9(WI 

1,51  1 

1.317 

101 

1  18 

559 

105 

258 

188 

298 

217 

297 

217 

89 

79 

281 

215 

189 

163 

519 

116 

§6.080 

§5.03  1 

1.389 

3.632 

1,237 

1,022 

96 

63 

391 

311 

199 

1  ;7 

192 

197 

192 

167 

72 

95 

212 

201 

138 

117 

356 

3 1 6 

§4.696 

§1.254 

3.390 

3.092 

919 

870 

M 

60 

293 

262 

139 

130 

154 

132 

151 

132 

56 

51 

200 

215 

10<> 

97 

282 

211 

§  2.  18 

2.20 

.92 

.91 

15.73 

32.50 

21.00 

§  2.09 

2. 10 

.78 

.89 

11.50 

21.19 

15.01 

§  1.91 

1.93 

.95 

.67 

13.21 

21.00 

11.81 

§  1.11 

\.U 

.90 

.91 

1  1.82 

19.12 

7.67 

§  1.31 

1.31 

.56 

.57 

1  1.05 

10.67 

7. 75 

§  1.23 

1.23 

..50 

..52 

10.16 

9.31 

6.00 

§  1.11 

1.11 

.16 

.17 

9.72 

9.21 

7.25 

§  .98 

.98 

.12 

.43 

9.02 

9.13 

6.92 

§1.581 

§1.519 

§1.381 

§1.285 

§1.203 

§1.071 

§  982 

§  860 

1,155 

1.329 

1.117 

974 

927 

686 

619 

588 

1,529 

1,351 

1 ,338 

1.186 

1  .OK) 

1 .000 

886 

803 

2,118 

2.039 

1 .909 

1.797 

1.729 

1 .31 1 

1.285 

1 ,202 

1 . 1 59 

870 

1.010 

1 .035 

979 

790 

820 

749 

2.^21 

2,233 

2,011 

1 . 759 

1 .917 

1.402 

1 .297 

1.197 

5,733 

5.083 

k810 

1.291 

1.197 

3.116 

3.222 

2.854 

3.7^/r 


:^.H9c 


3.99f 


3.29 


3.29 


3.39 


3.37r 


6.8 

15.2 

6.6 

16.0 

6.8 

17.0 

9.  1 

13.2 

5.8 

13.6 

6.3 

12.8 

6.0 

12.8 

5.7 

11.8 

301 

303 

300 

309 

309 

300 

291 

278 

109 

103 

95 

79 

74 

. 

()2 

57 

51 

47 

45 

45 

45 

43 

1,867 

1  My2 

1 .389 

1.279 

1.089 

978 

81  1 

643 

I.S().() 

155.8 

154.2 

150.8 

146.3 

134.8 

134.2 

i;w.6 
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Keport  of  Vlaiuigernent  is  respniisihle  lor  lla* 

integrity  and  ohjectivily  o(  ihe  linancial  inlorrnatiofi  presenled 
in  this  annual  report.  The  linancial  statements  in  tins  re[)ort 
have  been  pre|>are(l  in  contorniity  with  fj;enerally  ac<  epted 
accountiiifi  |>rinciples  applied  on  a  ct)nsislent  basis.  The 
linancial  statements  include  amounts  ha>ed  (m  certain  esti¬ 
mates  and  judgments  ol  (  urrentK  available  information  and 
management's  view  of  current  cimditions  and  circumstances. 
Management  uses  the  serv  ices  of  s[)ecialisls  within  and  outside 
the  c(»mpany  in  making  such  estimates  and  judgments. 

Management  has  established  and  maintains  a  system  of 
accounting  and  controls  to  provide  reasonable  assurance  that 
assets  are  safeguarded  against  loss  from  unauthorized  use  or 
dis[)osition  and  that  accounting  records  provide  a  reliable 
basis  for  the  preparation  of  linancial  statements  and  to  ensure 
that  sucli  linancial  statemerits  are  not  misstated  due  t(»  material 
fraud  or  error.  The  system  of  i*ontrols  includes  the  careful 
selection  of  [)eople,  a  division  ol  responsibilities  ami  the 
communication  and  application  of  formal  policies  and  pnx  e- 
dures  that  are  consistent  w  ith  high  standards  of  accounting 
and  administrative  practices.  An  important  element  of  this 
system  is  a  <*omprehensive  internal  audit  [)r(»gram.  Manage¬ 
ment  continually  reviews,  mo<liliesand  improves  its  systems 
of  accounting  and  controls  in  res|)onse  to  changes  in  business 
conditions  and  operations  and  to  recommeiulations  in  the 
reports  pre[)ared  by  the  independent  [)ublic  acc(»untants  atid 
internal  auditors. 

Management  believes  that  it  is  essential  for  the  company  to 
conduct  its  busiru‘ss  affairs  in  accordance  with  the  highest 
ethical  standards  and  in  conformity  with  the  law.  fhis  standard 
is  described  in  the  4*ompany's  co<le  ol  corporate  conduct  which 
is  publicized  throughout  the  corfxjraticm. 

Audit  Koniiiiittee  of  the  Btuird  of  Directors.  I'he  Board  ol 
I)irect(»rs.  through  the  activities  of  its  Audit  Committee,  par¬ 
ticipates  in  the  reposing  of  financial  information  by  the  company. 
The  ccnnrnittee  meets  regularly  with  management,  the  internal 
auditors  and  representatives  of  the  company's  independent 
public  a<*4*ountants.  The  committee  met  three  times  during 
I08H  and  reviewed  the  sc(»pe,  timing  and  fees  for  the  annual 
audit  and  the  results  of  audit  examinations  completed  by  the 
internal  auditors  and  independent  [)ublic  ac  countants,  in- 
cliuling  the  recommendations  to  improve  certain  internal 
controls  and  the  follow-up  re|)orts  pn‘pared  by  management. 
Kepresentalives  of  the  independent  public*  ac-countants  and 
the  internal  auditors  have  Irec*  acc  ess  to  the  committee  and 
the  r(oard  of  I)irect(»rs  and  attend  each  meeting  ol  the  committee. 


The  mt^mbers  of  the  Audit  (iommitl<*e  are  Kichard  B.  .'^hinn 
(chairman).  Thomas  S.  Carn»ll,  Paul  Ki»lti»n,  Kdward  II. 
Meyer.  Bussell  K.  Palmer.  William  P.  .StiritzamI  Murrav  L. 
Weidenbaum. 

Thc‘  Audit  Committee  re|>oi1s  llie  result^  4il  its  ac  tivities  to 
the  full  Board  of  Direc  tors. 

Report  of  Indepencleiil  Public  Accoiiiituiits. 

Arthur  Andersen  &  Co 

To  tile  Board  of  Directors  and  .Shaivow  neis  ol 
Tlie  May  Department  Stores  Company: 

We  have  audited  the  accompanying  consolidatcxl  balance  shecM 
of  The  May  Department  Stores  Company  (a  New  ^ork  coqMira- 
tion)  and  sulisidiaries  as  of  Januarv  28.  PW>.  ami  January  .(8. 
P>88.  and  the  relatcxl  c  iaisolidatcMl  statemc^nts  c»l  c*arnings. 
shareowners'  ecjuity  and  c  ash  Hows  lor  eac  h  ol  the  thno  liscal 
years  in  tlie  period  ended  januarv  28.  PW>.  fheM*  linanc  ial 
statements  are  the*  res|M)nsibilit\  ol  the*  c-onijiany's  management. 
Our  responsibility  is  to  express  an  opinion  on  the.se  linanc  ial 
statements  based  on  our  audits. 

We  conducted  our  audits  in  accordanc  e  with  genc*ially  ac  c‘c*pte‘d 
auditing  standards.  Those  standards  iccjuire  that  we  plan  and 
jierlomi  the  audit  to  obtain  reasc enable*  a.ssurance  alMuit  whe*the*r 
the  linanc  ial  statements  are  Iree  ol  material  misstateme*nt.  An 
audit  includes  examining,  on  a  te*st  basis,  evidenc  e*  sujiporting 
the  amounts  and  disclosures  in  the  linanc  ial  state*ments.  \n 
audit  alsce  inc  ludes  assessing  the  (ic  counting  princ  iple's  usc*d 
and  significant  e^stimates  made  by  management,  as  well  as 
evaluating  the  ove*rall  linanc  ial  slateme*nt  presentation.  We* 
l)elie*ve  that  our  audits  |in»vicle  a  reasonable  basis  lorcuir  opinion. 

In  ouropiniem,  the  financ  ial  statements  referred  t(cabc»ve* 
[iresent  fairly,  in  all  mate*rial  res|»c*c  ts.  the  financial  position  of 
The  May  Department  Stores  (Company  and  subsidiaries  as  ol 
January  28.  PWK  and  Januarv  .’((»,  and  the-  re*sults  of 

their  operations  and  their  c-ash  flows  loreac  h  of  the*  three*  fisc  al 
vears  in  the  period  ended  Januarv  28.  P>8‘K  in  conformity 
with  generally  ac  c  eptc*cl  accounting  princ  iples. 

Arthur  Andersen  cS  Co. 

St.  Louis.  Missouri, 

Marc  h  1 5.  P>8<>. 
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Kidiard  1..  Hathcun 
\  icr  Cliainiiaii 

rii(nna>  S.  Carn>ll 

President  and  Cliiei  Kxeculive  OITicer 
nl  International  Executive  Service  Corps 

David  C.  Karrell 
(  diairtnan  oi  the  Hoard 
and  (  diief  Executive  Officer 

Tliornas  A.  Hays 
President 

Lawrence  Honig 
\  ice  (diairnian 

I  lelene  L.  Kaplan 

Counsel  to  \\el)Ster<S  Sheffiehl 

Paul  Kolton 

( Jiairinaru  Advisory  Council  of  the 
financial  Aciounting  Standards  Board 

Jerome  T.  Loeh 
\  i<‘e  Chairman 
and  (diief  Einancial  Officer 

Edward  II.  Mever 
Chairman  of  the  Board.  President 
ami  (ihiel  pAecutive  Officer  of 
(de\  Advertising  Inc. 

Martha  T.  Must* 

(diairman  and  President  of 
The  Tinker  Eoundation,  Inc. 


Russell  E,  I\ilmer 

Dean  of  The  Wharton  School  of  the 

I  niversity  of  Pennsvlvania 

Andrall  E.  Pearson 

(^lass  of  1958  Professor  of  Business 

Administration.  Harvard  Lniversitv 

(yraduate  School  of  Business 

Administration 

Donald  (>.  Flatten 

(Chairman  of  the  Executive  (Committee 
of  the  FTiard  of  (diemical  FJanking 
(Corporation  and  Chemical  Bank 

Richard  R.  Sliinn 

Executive  Vice  Chairman 

of  the  New  \ork  Stock  Exchange 

\\  illiam  P,  Stiritz 
(^liairnian  of  the  Board 
and  (Cliief  Executive  (Officer 
of  Ralston  Purina  Company 

MuiTay  L.  Weidenbaum 
Director  of  the  (Center  for  the  Studv 
of  American  Business  and  Mallinckrodt 
Distinguished  L  niversity  FVofessor 
at  Viashington  L  niversity 
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liichard  R.  Shinn.  Chairman 
Thomas  S.  (  ’arroll 
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Ed  ward  H.  .Me>  er 
Russell  E.  F^almer 
W  illiam  P.  Stiritz 
Murray  L.  Weidenbaum 

Exeoulive  (Coniiiiittee 

David  (C.  Earrell.  Chairman 
Ihomas  A.  Hays 
Donald  C.  F^latten 
Richard  R.  Shinn 
W  illiam  P.  Stiritz 

Executive  Coiiipensatioti 
and  Developnieiit  Committee 

F51ward  H.  Meyer,  Chairman 
Helene  L.  Kaplan 
Martha  T.  Muse 
Russell  E.  Palmer 
Andrall  E.  Pearson 
Richard  R.  Shinn 

F  inance  Committee 

Andrall  E.  FVarson.  (Chairman 

Thomas  A.  Hays 

Paul  Kolton 

Jerome  T.  Loeb 

Donald  (L  Platten 

Murray  L.  Weidenl}aum 

INominating  Committee 

William  P  Stiritz.  Chairman 
David  (^.  Farrell 
Helene  L.  Kaplan 
Martha  T.  Muse 
Richard  R.  Shinn 
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l)a\  id  ( i.  Kirndl 
(  diairinan  ol  llu*  l^(»ar<l 
and  ( .liitd  K\n<  iiti\e  ( dflict'r 

I  hoiiias  A .  1  las > 
l*rf>id(*nl 

Kicliard  L.  Ratlram 
\  icf  ( diainnaii 

Lass  ivnr<'  K.  I  loni^ 

\  it  e  ( .liairman 

Jtaonie  T.  Loeh 
\  ict*  (diairinaii 
and  (!hie‘l  Financial  ()[ti<  cr 

Kxrnilis  r  Viet'  Froideiils 

Louis  j.  i  fiuw  Jr. 

( icncral  Lounscl 

|{.  Dean  Wolic 
|{cal  FsUilt' 

Senior  Vice  I^resideiils 

John  F.  Danahs 
Data  Fnx  essing 

D(m{j:las  J.  (dies 
I  Inrnan  l^csources 

James  F.  I  lamer 
( inslomer  S<‘r\  ice 
and  ( )pt‘ralions 

Ken  ( ..  1 1  i<  ks 
Slralctri<-  Planning 

Lonns  J.  Jay 
Planning  and  Keportin^ 

( !harh‘s  H.  Luher 
Keal  Kstat<‘ 

J .  Keni  Vlcl  lo>e 
( anUrol 


\  iee  Fresidenis 

Jaine>  Ahram> 

(a)rporate  Lommuni<  alions 

(»ene  F.  Bauer 
Kxecutive  Becruiting 

Janu^s  H.  l^odemuller 
Mercliandist*  Inlormahon  Systems 

Richard  A.  Brickson 
Secretary  and  Seniia*  (amnsel 

Ronald  P.  Ikm^lass 

Real  Fstate  Asset  Management 

W  illiam  M.  (auldanl 

Risk  Management  and  Insurance 

Frank  D.  (iunter 
Taxt's 

I  .aurence  M .  I  lellman 
M  e  r c  h  a  1 1<  1  i  se  R  <  ‘ s a i*c  h 

Ste[)hen  J.  Hinderl)erger 
(aipital  F^lanningand  Analysis 

Mark  K.  Hood 
Accounting  and  Reporting 

Jan  R.  Kniden 
Treasurer 

Ste])ln‘nJ.  L(nirie 
Executive  l)evelo)>ment 

R(»l)ert  L.  McDowell 
( aaporate  nevelo[)ment 

Joel  (^.  R(‘l)mann 
( aedit 

ITirrs  S.  Silver 
Audit 

Ruth  A.  Sireil 
(a)mi)cnsation  and  Benefits 


Henn  Wagmu’ 

KDP  Ssstems  Development 

Mark  J.  Weikel 
rdamiing  and  Analysis 

John  E.  \\  hite 
Merchandise  f )istrihution 

Frank  J.  W  illiams.  Jr. 

Public  AtTairs  and  Senior  ( Counsel 
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Lord  \  Ta)l<n\  Nrw  York 
Mcir>liall  IliUln'r^.  ( .liairnian  ^in<l 
( !lii<*l  K\(MHli\r  ( )|li<  rr 
Konahl  K  Tarilri.  Pr(‘si<lent 

Folfy"!-*.  Iloiisloii 

Michael  Slciiilita-^.  Ihcsidcnl  and 
( JiicI  Kxcciil ivt*  ( )niccr 
Jcrnnic  l{.  Kossi.  (iliainnaii 

Max  <a>i]i|Kiii\.  California 

Kcmu‘lh  V.  N)knL  Prc>idcnl  and 
( !lncl  Kxccnlivc  ( )lliccr 
Kd^arS.  Vlan^ialico.  (Jiairman 

lIccliCs^  ^asliiii^toiu  ICC. 

Irwin  Zaznlia.  Crc>id<*nl  and 
( ihicj  Kxccntixc  ( flliccr 
.1.  Warren  Harris.  Chairnum 

l{olnii>oirr^,  l.os 

Ktihert  L.  Meltler.  President  and 
( .liiel  Kx<‘enlive  ( )llieei' 

I  Jden  Ka>mnssen,  Cluiirrnan 

Kanifiiiainrs.  Pitt>lMir;!:li 

W  illiain  \.  Tobin,  l^residenl  and 
( ilii«*l  Kxt‘enli\t‘  (  Mfieer 
(hnald  Sampson.  Chairman 

Faiiioiis-Harr.  Si.  Louis 
Kober!  K.  I  Viedman.  President  and 
(  Ti(‘l  executive  ( )riieer 
Kenneth  L.  V\  ilk<‘rson.  (Tairman 


FiU‘iie\,  llostoii 
Daviil  P.  Mnlhai.  Pre>ident  and 
Chi<‘r  Kxeeiitixe  OKieer 
<  iarl  e.  Took(*r.  Chairman 

May  ('oiiipaiiy.  i  Miio 

Robert  R. Cockayne. 

( !hie(  Kxeeuli\e  ()lli<  <*r 
Thomas  j.  llo^an.  Presidefit 
Donald  R.  Andrus,  (diairman 

(L  Fox,  llartfoni 
Jeralds.  Politzer.  President  and 
i  diiel  Kxe<  uti\e  ( fllieer 
John  L.  Dunham,  (ihairman 

L.S.  Ayri^s,  Indianapolis 

Xnthoiu  J.  Ibreasio.  President  and 
( !hief  executive  Ollieer 
James  A.  Hageman.  (!hairman 

-May  I)«JCF,  l)#‘nx«‘r 

Joseph  S.  I )avis. 

( diief  ExiM  utive  OKieer 
Howard  Lehrer.  I^resi<lent 
W  illiam  J.  Sander,  (Kiairman 

Meier  ^  Frank.  Portland.  Ore. 

Judith  K.  Hi»fer.  President  ami 

(diiel  Executive  ()llic<‘r 

,|.  William  Rlanlord.  Chairman 

SildeyV,  Koeliesler.  !N.Y. 

Matthew  D.  Serra.  Pn*sident  and 
Chiel  FAceutive  OKieer 
John  T.  (iarlen.  Chairman 


Caldor.  Norxwilk,  (!onn. 

Don  R.  Clarke,  (diairman  and 
( ihiel  Exec  utixe  ( )Kicer 
Marc*  I.  Ralmuth.  President 

Veninre.  Si.  Louis 

Julian  M.  SeehcMinan.  President  and 
(diiel  Executixe*  ( Klicer 
Idiilip  ( e  ( )tto.  (ihairman 

\olnnie  Shoe  Corporation,  I'opeka 

Dale  W  .  Hilpert.  (Kiairman  and 
Chief  Exeeutixe*  ( )Kieer 
Larrx  L.  Mic  kley.  Presidemt 

-May  YIereliandising 
Corporation,  New  York 
Kenneth  Kolker. 

(  diief  FAeciitix  c*  ( Klic-er 

Martin  Rloorn.  President 

Kenneth  R.  Winfield.  Jr..  Chairman 

The  Ylay  Design  and 
Constrnetion  Conipany,  St.  L^niis 

John  (/.  Rutenis.  President 
Jolin  F.  .Strong.  ( 'hairman 
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Corporate  Ottiee 

The  Mciy  Deparlnieiil  Stores  Company 
611  Olive  Street 
St.  Louis,  Mo.  6.*M()1 
(314)  342-6;3(K) 

1M89  Aiiiiiial  Meeting 

The  Annual  Meeting  of  Shareowners  will  he  held  at  10  a.  m., 
Friday,  June  16,  in  the  ninth  H<M»r  auditorium  of  the  Famous-BaiT 
store,  601  Olive  Street,  St.  Louis,  Mo.  A  formal  notic  e  of  the 
meeting,  along  with  a  proxy  statement  and  a  form  of  proxy,  will 
he  mailed  to  eaeh  holder  of  common  stock. 

Aiiiiiial  and  10-k  Reports 

Copies  of  the  company's  annual  report  to  shareow  ners,  the 
Form  10-K  annual  report  to  the  Securities  and  f]xchange 
Commission,  and  the  Form  lO-Q  (|uarterly  reports  to  the  SEC 
are  available  to  shareowners  without  charge  upon  retjuest  to: 
Corporate  Communications 
The  May  Department  Stores  Company 
61 1  Olive  Street 
St.  I.ouis,  Mo.  63101 

Capital  Slock 

Shares  of  The  May  Department  Stores  Company  common  stock 
are  listed  and  traded  on  the  New  York  Stock  Exchange  (trading 
syml)ol  VI  A)  and  the  Pacific  Stock  Exchange  (trculing  symhol 
MA).  The  stock  is  quoted  as  “SVlayDS"  in  daily  newspapers. 

Transfer  Agent  and  Registrar 

Boatmen's  Trust  Com[)any 
P.O.  Box  14768 
St.  l.ouis.  Mo.  63178 
(314)  231-9300 

Shareowner  Inquiries:  (314)436-9.369 

Independent  Public  Accoiinlants 

Arthur  Andersen  &  Co. 

1010  Market  Street 
St.  Louis,  Mo.  63101 

Shareowner  linpiiries 

Communication  concerning  dividend  payments  and  share- 
owner  records,  including  change  of  ciddress,  should  he 
directed  to  the  company's  transfer  agent  and  registrar. 
Boatmen's  Trust  Com|)any,  at  the  address  shown  above. 

Sei'uritv  analvsts,  investment  professionals  and  shareowners 
should  direct  their  financial  in(|uiries  to: 

Mr.  Jan  B.  KniffVn 

Vice  President  and  Treasurer 

riie  May  Department  Stores  Company 

f)l  1  Olive  Street 

St.  Louis.  Mo.  63101 

(314)342-6413 


